Female G overnmea 


(CANADA) 


| Noe 
("BUDGET SPEECH 


DELIVERED BY 


HON. ra Lt ILSLEY 


af? 


MINISTER OF FINANCE 
MEMBER FOR DIGBY-ANNAPOLIS-KINGS 


HOUSE OF COMMONS 


APRIL 29, 1941 


OTTAWA , 
EDMOND CLOUTIER. 4 
: PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1941 : Bs Se Ty Be 


INDEX 


BUDGET SPEECH 


Ie Economie and Hinancial Reviews a: 24 ses ey 6 oa Sache 9, Sie eden ale hehe ene aa 
Hinancing Operations). 5 cnc siren Sek ov aint teete eshe Ais Soe oton ah uae aaa 
Meonomuc Conditions: 4.) sie 5 Sas take owe Reo seakeredy on ele & wien ae thts. © eine Steen ts 
Foreien. Exchange... ‘iiss ted cco thse cs acbie deatniere Sane oats oR Te age Jes (cts fal atte e enone 


FEXPOM Git Ures. ors os le sld Seoceheas em lage de ote relee abs uae 21a ns tase sieal aeelie ame fale Sark aie Rete Tame ge ea 


Over-all Deficit......... 


eeceevseoererere eo eoee eevee eeeeowr ewe eee eeeer eee eee ee eer ese se 


d B= 8) Re et ATR RIE Ee SPR wy Sa ait SIRS AE A M2 Ok Sy RE pe a BETO nn 
III. Budget Forecast 1941-42 and Proposals.............. ccc ccc e eee c cece ec ene eeees 


Estimate of Expenditures 


eeceoeceooeoeeoeoceeoeerr oreo e oer w were eee ewe eoeo eee ese eeee ees eee e & 


Fstimafeol Revenues sic: aks eetliegeve me gee beyeleteine © a oe etic OR as ele eta tober fe 
Budget: Proposale.ni, 255 Bie siers Ware aieot ® Ske Whe: Le aie peste earl ear eear ees iete, saat etal a Meese 


Offer to Provinces... 


ecovoevoereevre sre eoereo rere eoeee eee eee eee eee ee ew eee ee ee 


National Defence’ Tax iiss eee ek Oe eas aes be ace ie thigh ane ene Me Te ale 
Personal’ Income {Bax sn cette clot isee ROLE eae Lib c cbata wad eteee ohcce ee erases ici 


Succession Duties... 
Non-resident Income 


ececeovoeceeceeoeoee eee ee ewe eee www ee wee eevee eeree eee eee eee 


Taxes spe Sas Re SR ine a Nh ara 


Eixeess Profits: Taxis: : oe re ene Re a oe ee ee. pee a 
Indiréct :Paxes srr sie SNe a. Papeete ain ie ieion cana een eran 
War Exchange’ Conservation: Acti. Jus saciae Oe site ots ele eae aeons 


Tariff Proposals..... 


Ce 


Estimated Yield from Increased and New Taxes............ccececcecces 


Coneltision ys se 5 SRS Sr a EN Shale o Ra tele, Sr oy Moin a hea ene 2 Ree ee 


Resolutions | oo especie ee nsw a ae ec ahah ad ce eta Cte Ue con nena gs 


APPENDIX 


A. Review of Government Accounts, 1940-41... 0.0.0.0... ccc cee eee wee nee e eens 


Statement of Revenues... 


ose ec occ ee wee es ee ee eee eee esse weeee see eee eee eee ee es Oo 


Statement of expenditures. 2g atitelsca, es lade: erste oh) ote eee nec ee 
Summary of Revenues and Expenditures............. 0... cece cc ceccecececs 
Revenues, 1940-403. 2.2. 25 90 Sane Ros Sasa hs ee ae ee es 


Expenditures, 1940-41.... 


eceoeeceeoeeseer eee eee ese eee eo ee eee eer eee eeeeeeeeeee eo 


Ordinary. Expenditures. 2560 c.vsesie «ic ieiee-eis as ica anettioce ston a eee eee 


Capital Expenditures 
War Expenditures... 


oct ew eeoerec eee eee eee ee eer sees e seer ewe eee eee e eee eer ee 


eeerecwreeee eco eee eee eee eee wee eo eee eee eee eee eee eee eee 


Special Hxpenditures:...4 4.4 sc Pate oN Giclee eee clay ee an ges ea 
Government Owned Enterprises.............ccccceccccccecsccvencceccs 


Other Charges...... 


eoeoVweeeoee eee eee oer eee ee esc eeoere eee eee eee eee eee eee 8 oe 


Percentage Distribution of Revenues and Expenditures...............-e++sees 


Over-All Deficit, 1940-41. 


eoeeeceoeoeererer eee eee eee eee eee ere ese eee ee eee er oe eee eee @ 


Loans and Investments, Active Assets... 7%. 000s.. ark dk ee eee 


Loan Flotations......... 


eeoeeeeerevceere ee see ee eee ereoee eee wore ewe ee eee eee eee ee oe 


© © 0 6 Cl e;e © © 0 6 © © 640 0-0 6 0. 6 0 0 0 0 6 © 0 6 6 0.0 6 0 0 6 8. 6 8:6 0 © S & 00) see 


oeeceeeoeeoe ee eer eee eee eee ree eee eee ew eee eee ee eee eee Oo 


coeeee eee eee eee ee eee weer ewe eeeoerereewereer eee se eeeeeee e 


Oowonom WOONND PRNN-E 


NNN HH ee eee ee 
OR WOON ODOUR RRO OO 00 Or CO 


31 


BUDGET SPEECH 


DELIVERED BY 


HON. J. L. ILSLEY 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, APRIL 29, 1941 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Hon. J. L. ILSLEY (Minister of Finance) 
moved: 
That Mr. Speaker do now leave the chair 


for the house to go into committee of ways 
and means. 


He said: Mr. Speaker, this is our third 
war-time budget. The first was presented in 
September of 1939, the second in June of 1940. 


In these budgets the basic principles of our 
war-time finance were stated with definiteness 
and clarity. Such criticism of those principles 
as there may have been has not been based 
on their obscurity. We have repeatedly 
thrown them on the screen in bold outline and 
appealed to the people of Canada to help us 
in making them succeed. 


To-day’s budget will further apply those 
principles. Those who are looking for interest- 
ing departures from them will be disappointed. 
But there will be no disappointment for those 
who believe that the financial burden of war 
should be distributed on a basis of equality of 
sacrifice, having regard to ability to pay. 


I 
ECONOMIC AND FINANCIAL REVIEW 


Let me first review very briefly some of the 
economic and financial events and policies of 
the past fiscal year. This review will, I hope, 
assist the house to understand the reasons for 
the measures which I shall propose, and at 
feast some of the difficulties of formulating 
practical and equitable ways and means of 
providing for the unprecedented appropria- 
tions which we have asked for. 

As explained by my predecessor in the 
budget speech of June 24, 1940, the budgetary 
task of these years of war is that of devising 
financial policies which will assist in attaining 
the single object of both the government and 
parliament, the mobilizing of the maximum 
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war strength of this country. In planning 
these policies, the government set for itself 
two objectives: 

First, to bring the country as rapidly as 
possible to the full use of its resources and 
man-power. For this, financial policy could 
not be the sole nor even the chief instrument, 
but it was necessary that it should help and 
not hinder, that it should keep step with the 
work of industrial and military organization. 

The government’s second objective was to 
follow ‘as far as may be practicable a pay-as- 
you-go policy”. This it derived not from any 
dogma of financial orthodoxy, whatever that 
may be, but from the known and proved 
inequities and the disorganizing and shattering 
effects of inflationary rises in prices and 
incomes. 

At the time the budget was introduced last 
June, the country had made substantial pro- 
gress on the road to full war mobilization. 
It had become clear, further, that speed 
during the coming months would be greatly 
accelerated. In contrast, therefore, with the 
very moderate tax increases of the special 
budget of September, 1939, we proposed, and 
parliament approved, increases in taxation 
which by any standard in our country’s history 
were very great. These increases in taxation 
were specifically designed to conserve foreign 
exchange which had already become one of 
the scarcest of the sinews of war, and to 
recapture, for the purpose of meeting war 
expenditures, more substantial proportions of 
the rapidly rising incomes of our people. It 
was not assumed that at that time we had 
already reached the full use of our resources 
and manpower; rather, it was assumed that, 
in view of the expenditures proposed and the 
plans approved, we would within the fiscal 
year approach it. Having recommended tax 
increases then estimated to yield $280,000,000 
in the full year and $110,500,000 in the fiscal 
year 1940-41, the government proposed to 


borrow the remainder of its requirements then 
thought. to be in the neighbourhood of 
$550,000,000. 


Financing Operations 

During the past fiscal year, the government 
found it necessary to borrow for the following 
purposes: first, to finance its deficit which, as 
I shall intimate later, has turned out to be 
considerably smaller than was forecast; second, 
in financing the Canadian dollar deficit of the 
United Kingdom, to provide for the repatria- 
tion from the United Kingdom and the can- 
cellation of dominion and dominion guaran- 
teed securities held there to the par value of 
$245,700,000; third, in respect of $325,000,000, 
to enable the Foreign Exchange Control Board 
- to purchase, under the Foreign Exchange 
Acquisition Order, the gold and foreign 
exchange of the Bank of Canada and others; 
dnd, fourth, to refund other maturing issues 
amounting to $200,000,000 and held in Canada. 

In round figures, the total borrowings of the 
government during the past fiscal year are 
classified as follows: 

From the public, $383,000,000 made up of 
$325,000,000 war loan bonds, $52,000,000 
(cash value) of war savings certificates, and 
$6,000,000 of non-interest-bearing certificates; 
from the chartered banks, $291,000,000; and 
from the Bank of Canada, $349,000,000; 
making a total of $1,023,000,000. 

When we take into account that $325,000,000 
was borrowed to finance an operation of a 
very special nature almost entirely within 
government institutions implementing the 
Foreign Exchange Acquisition Order, and that 
the greater part of the refunded issues held in 
Canada was in the hands of the banks, the 
amount of bank borrowing has been limited 
to safe and reasonable proportions. It must 
be borne in mind that many of the tax 
increases imposed last June did not begin to 
yield revenue in the past fiscal year. It 
should be recalled further that it was the 
expressed desire and policy of the government 
to facilitate the rapid expansion of industry 
and the mobilization of our resources. 

It is, however, clear that, having, in this 
joint struggle for survival, imposed upon our- 
selves the greater financial tasks of the cur- 
rent fiscal year, we shall have to appeal to the 
public and the financial institutions, other 
than the banks, for very much larger amounts 
than hitherto. 

The war loan last September was oversub- 
scribed. It was not oversubscribed in the 
first few days, and the success of the campaign 
required persistent work on the part of those 
promoting it. We must be under no illu- 
sions. Amounts such as the government, as 
the instrument of parliament and of the 
people, is compelled to ask for are not likely 


to be oversubscribed on a Monday forenoon, 
and they will be obtained only if there has 
been most careful organization, and the most 
persistent and energetic promotion, and if 
there is a determined will in the Canadian 
people to place their savings at the disposal 
of their government for the prosecution of 
the war. 

The war savings campaign, which was begun 
at the end of May, 1940, was renewed with 
increased intensity in February last. In the 
ten months to the end of March, the War 
Savings Committee sold certificates and stamps 
to the cash value approximately of $52,000,000, 
which was in excess of the first objective 
set for a full year of operation. In the mean- 
time, however, the objective had been raised 
in accordance with the increased incomes of 
our people and the greater needs of the 
present. Last month applications were at the 
approximate rate of $2,500,000 par value a 
week, a rate which will have to be main- 
tained to achieve the new objective of 
$120,000,000 a year. 

I would impress upon the house the great 
importance of this savings movement. The 
savings campaign is not limited to the sale 
of war savings certificates, but will embrace 
also the sale of bonds as these are offered 
from time to time to the public. Stamps, 
certificates and bonds differ only in their 
convenience and appropriateness to the cir- 
cumstances of subscribers. What is desired and 
what is necessary is that people should sub- 
scribe to their utmost out of their savings 
for the purpose of financing the prosecution 
of the war. Particularly is it essential that 
those, whose family incomes have increased 
since the outbreak of war, should contribute 
to a greater degree than others in the same 
income groups. 

As we approach the point where, within 
practical limits, and having regard to the 
seasonal variations inherent in business in 
this country, we are making full use of our 
resources, those who place their savings at 
the disposal of the government are not only 
making provision for their own future, post- 
poning their expenditures to the time when 
there will be labour and resources available 
to provide goods and services for them, but 
they are in a very direct way promoting 
the mobilization of resources and man-power 
for war to the utmost extent of which this 
country is capable. 


Ecenomic Conditions 
It has been customary in the past to review 
the economic and business changes which 
have taken place since the last budget, and 
it is a particularly helpful custom at this 
time, because the record. of the past year 
throws some light on the progress made in 


bringing the full resources of this country into 
use for the furtherance of our war effort and 
for the maintenance of our people. It is 
also the background against which we must 
view the budget proposals. 


It should be borne in mind that the finan- 
cial forces bringing our resources into full 
use are the war expenditures of our own 
government, the purchases which the United 
Kingdom government is making here, and 
the exports which are sold to other countries. 
Financial policy has been a condition rather 
than a cause of the heightened tempo of 
Canadian business. 


Taking the twelve months to the end of 
March as a basis of comparison, our exports 
to the United Kingdom increased by 45 per 
cent in the past year. Our exports to the 
United States have increased by about 21 
per cent. To all countries the increase has 
been 26 per cent. Exports of gold increased 
by about 8 per cent, but, unfortunately, our 
receipts from tourists declined substantially. 
Our net receipts were increased only because 
of the travel restrictions imposed on 
Canadians. 


For the first quarter of this calendar year, 
our rapidly rising war expenditures were five 
times the figure of the same quarter of last 
year and at the rate of more than 
$1,000,000,000 annually. 


In comparison with the same period a year 
ago, the physical volume of business in Can- 
ada in January and February was 15 per 
cent higher while the volume of manufactur- 
ing was 11 per cent higher. It is at first a 
surprise that these increases are consider- 
ably smaller than those which took place in 
the preceding period of twelve months. When 
we turn, however, to the value of construction 
contracts, which in the first three months 
of 1941 stood 100 per cent higher than in 
the same period last year, we see that what 
was taking place, and is still taking place, 
is a great expansion in our capacity to pro- 
duce, and that from now on a greatly increased 
output will be flowing from our war plants. 


Whereas in March, 1940, the number of 
persons employed had increased by less than 
7 per cent over the previous March, the 
increase shown in March of this year 1s 
approximately 20 per cent. In the early 
period of the war, increased output was 
obtained by employing more fully and for 
more days in the week those people who were 
already counted as employed. During the 
past year, it is apparent that increases in 
production have required the employment 
of additional workers. Clearly from now. on, 
aside from some increases in efficiency. any 
enlargement in our scale of production will 
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be dependent upon our ability to add more 
workers to our working force. It has already 
been indicated that we shall probably need 
this year for both the armed forces and 
industry an additional 300,000 persons. How 
near we are at present to full employment 
is a point open to prolonged argument. As 
long as there is rapid change in industrial 
needs, there will necessarily be some tem- 
porary unemployment. It is significant that 
the number of employable persons on relief 
during the past winter has been only a third 
of the number shown for the previous winter, 
that the percentage of trade unionists unem- 
ployed has been only slightly above the figure 
for the winter of 1928-29, and that industries 
necessarily seasonal in the operations are find- 
ing it increasingly difficult to maintain their 
working forces. It is undesirable that we 
should try to force the expansion of produc- 
tion to the point. where our seasonal indus- 
tries would be stripped of workers and some 
of our most important exports restricted. As 
our seasonal requirements and as our war 
requirements mount between now and next 
autumn, we shall have to forgo some of the 
less essential of our civilian requirements in 
the interests of maximum war production, 


The greatly increased volume of business 
activity during the past year has resulted in 
very substantial increases in income. It has 
been estimated that our national income for 
the calendar year 1940 was $600,000,000 in 
excess of the figure for 1939. Of that $600,- 
000,000, $348,000,000 was in salaries and wages, 
the remainder in business, professional, agri- 
cultural and investment income. 


While we cannot trace all the ramifications 
of the expenditures of Income, we can see 
easily enough where some substantial portions 
of the increase in income have gone. Some- 
thing like $300,000,000 went into increased 
dominion revenues. Without increased rates 
some provinces and municipalities have experi- 
enced large fortuitous gains in revenue. For 
the first two months of 1941, retail sales in 
Canada were about 13 per cent higher than 
in the same period of the previous year. 
Purchases of passenger automobiles were 
slightly below the level of the previous year, 
which was, however, the highest level on 
record for January and February. Expendi- 
tures on residential construction during the 
first three months are reported to be 19 per 
cent higher than in the same period a year 
ago. The greatest increase in construction, 
of course, has been in industrial construction 
where the first quarter’s figures are about four 
times those of last year. Most, but by no 
means all of this, has been occasioned by the 
expansion of war industries. 
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These few figures give some impression of 
a country which has greatly increased its 
capacity for war production, and, at the same 
time, increased its production for civilian use; 
a country which has drawn nearly all of its 
working force into active work, and will 
encounter more and more difficulty in expand- 
ing the scale of production still further. They 
indicate that far from there being any reduc- 
tion in civilian consumption there has been 
a very substantial increase as war activity 
has developed. 


We do not know what tremendous events 
are shaping to emerge in the year ahead of us. 
We are bound, nevertheless, to take account 
of the results of the programmes which have 
already been put into effect in the United 
Kingdom, the United States and in this 
country. 

That our own plans call for war expenditures 
of $1,450,000,000, nearly double those of last 
year, is already known. The government 
of the United Kingdom has intimated that it 
expects that purchases for all purposes will 
be made in Canada to the value of $1,500,000- 
000. As the rapid acceleration of the United 
States defence programme proceeds, our 
exporters to that country will be called upon 
for larger and larger shipments. Rapidly 
developing industrial cooperation between our- 
selves and our neighbours will intensify this 
demand. These tremendous requirements of 
goods are additions to our normal require- 
ments for consumption and maintenance of 
our capital equipment. 

Under the stimulus of these purchases, it 
is expected that our national income will 
increase greatly. Against an estimated in- 
crease of $600,000,000 from the calendar year 
1939 to 1940, it has been estimated that the 
national income in the fiscal year 1941-42 is 
likely to rise $950,000,000 above the figure for 
1940. The achievement of this increase 
depends, of course, on realizing a great increase 
in our industrial output. For the attainment 
of that increase we rely mainly on the expan- 
sion of industrial capacity which has taken 
place in the past year. 

Such an increase in our national income, to 
a level 85 per cent above that of 1939, will 
make possible a powerful contribution to the 
success of the struggle in which we are engaged 
jointly with the other British countries and 
the United States. It will make it possible 
without any serious encroachment on. the basic 
standard of living of the people of this 
country. It will not, however, make it 
possible for us to expand our consumption 
still further nor will it be possible for us 
generally, while we are engaged in this 
struggle, to enlarge, remodel and reequip our 


houses, buy larger and faster motor cars and 
respond to each and every appeal of the 
alluring advertisement. We can postpone till 
after the war the purchase of many wholly 
desirable and convenient products, and thereby 
give right of way to the equipping and main- 
taining of the forces that stand between us 
and Hitler. 


Foreign Exchange 


The house does not need to be told that 
some of the most difficult and intricate of 
the financial problems of the country arise 
from our relations with the United Kingdom 
and the United States. Since the outbreak of 
war, Great Britain has suffered in common 
with us an acute shortage of United States 
dollars. In addition, Great Britain has been 
short of Canadian dollars. 

Up to March 381, Britain’s deficit in her 
balance of payments with Canada was 
approximately $795,000,000. Of this amount 
only 31-4 per cent was met by the transfer of 
gold to Canada. Canada financed the 
remainder by the repatriation. of Canadian 
securities held in Britain, and by the accumu- 
lation of sterling balances in London. ‘The 
first of these methods accounted for 42-4 per 
cent of the total deficit and the second for 
26-2 per cent of that deficit. Since early 
December no gold has been received from 
the United Kingdom, and Canada is at 
present making Canadian dollars available to 
the United Kingdom for the full amount of 
her deficit with us, which for the first quarter 
of 1941 amounted to approximately $186- 
000,000. During the present fiscal year our 
shipments of munitions of war, raw materials, 
and agricultural products are expected to 
increase very rapidly and, as has already been 
indicated to the house by the Prime Minister, 
they are estimated to reach approximately 
$1,500,000,000 for the fiscal year as a whole. 

On this basis it was estimated that the 
deficit in the balance of payments with Canada 
of Britain, or, more accurately, of the sterling 
area, would be approximately $1,150,000,000. 
This would be a colossal sum to think of 
adding to Canada’s direct war expenditures of 
perhaps $1,450,000,000. The house, however, 
I am sure will agree that it would be unthink- 
able that Britain should be unable to purchase 
vitally needed supplies in Canada because of 
a lack of Canadian dollars. For that reason 
it has been necessary for us to assure Britain 
that Canada would meet such proportion of 
that total deficit as Britain herself would not 
be able to meet by the transfer of gold or 
United States dollars to Canada. 

In view of the changed aspect of this 
problem as a result of events of the last few 
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days, I wish now to turn for a few moments 
to Canada’s own exchange problem vis-d-vis 
the United States. As the house is aware, 
Canada has normally had a deficit in her 
balance of payments with the United States, 
but in the pre-war years that deficit was 
met by the conversion of our surplus sterling 
into United States dollars in the free market 
in New York. ‘Since the outbreak of this 
war it has not been possible to convert this 
surplus sterling into dollars, with the result 
that we have had to face the prospect of a 
growing shortage of United States dollars 
coincident with an increasing accumulation of 
surplus sterling. This deficit in our United 
States account has been a continuing problem 
from the outbreak of war. Our nearness to 
the United States is such and the commercial 
and industrial relations of the two countries 
are such that as long as United States industry 
is working at less than capacity, any shortage 
of resources, plant, material or labour could 
be made up by the expenditure of United 
States dollars. Thus, all other shertages tended 
to be converted into this shortage of hard 
currency. 

The house is familiar with the series of 
measures by which the acuteness of this de- 
ficiency has been mitigated. The original 
Foreign Exchange Control Order prohibited 
the export of capital. Strenuous efforts have 
been made to extend our exports, our tourist 
trafic and our gold production. In May last, 
under the Foreign Exchange Acquisition Order 
the gold and foreign exchange of the Bank of 
Canada and private holders were taken over 
by the board. In June the war exchange tax 
of 10 per cent was imposed. In July the board 
was instructed to refuse dollar exchange for 
purposes of pleasure travel. In December 
the War Exchange Conservation Act pro- 
hibited, in effect, the importation of a large 
number of products from non-sterling countries, 
restricted the importation of others, and re- 
duced, or, in most cases, eliminated, the 
duties on large classes of imports from the 
United Kingdom. In addition, heavy excise 
taxes were imposed, largely for exchange 
reasons, on automobiles and a considerable 
list of other articles which occasion substantial 
imports of parts and materials from the United 
States. These steps were taken in the con- 
viction that it was only common sense that, 
when we were being forced to dispose of 
our United States assets to meet a shortage 
of United States dollars, we should do what 
we could without handicapping our war effort 
to reduce our non-essential expenditures in 
dollar exchange. 

However, despite all the measures that 
were adopted, we experienced a continuing 
deficit in our dollar transactions with the 
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United States. From September 15, 1939 (the 
date on which foreign exchange control was 
established in Canada) until March 31, 1941, 
Canada’s net deficit with the United States 
on both current and capital account amounted 
to approximately $477,000,000. (This figure, as 
well as the others which I shall use, is in 
terms of Canadian dollars). As I have already 
explained, we received from the United King- 
dom in the early part of the period a sub- 
stantial amount of gold, which was, of course, 
used to meet part of our deficit with the 
United States. It was, however, necessary to 
cover the balance of approximately $225,000,000 
by depleting our holdings of gold and United 
States dollar balances and by the liquidation 
of certain of our holdings of other United 
States assets. The rapid expansion of Canada’s 
own direct war effort and the increase in 
British purchases in Canada already referred 
to were bound to bring, unless offset by 
other factors, a substantial increase in our 
deficit with the United States. In spite of 
the measures taken to curtail non-essential 
imports, we have estimated that our imports 
from the United States this fiscal year will 
reach the huge figure of $953,000,000, of which 
$428,000,000 will represent purchases for war 
purposes. More than half of this latter total 
would be accounted for by components and 
materials required to be purchased in the 
United States to execute British war orders 
placed in Canada. Our exports to the United 
States for the same period are estimated 
at $475,000,000. 


Another important item on the debit side 
of our account with the United States is 
the payments we have to make for interest 
and dividends to United States investors 
estimated at $238,000,000, which is only offset 
to the extent of about $28,000,000 by interest 
and dividend payments coming the other way. 

The house is also aware that our net tourist 
receipts last year proved very disappointing, 
and, while we hope that United States tourists 
will come to Canada in increasing numbers and 
for longer periods this year, it is probably not 
safe to count on net receipts from this source 
of more than $130,000,000. 


Taking these and other relevant items into 
consideration, the best estimate we were able 
to make a few weeks ago indicated a probable 
deficit in our balance of payments on both 
capital and current account with the United 
States for the current fiscal year of approxi- 
mately $478,000,000. This has recently been 
reduced by $11,000,000 as a result of a partial 
renewal of a dominion obligation maturing 
on May Ist next. 

Perhaps I have said enough to indicate to 
the house something of the magnitude of 
these complex exchange problems. A dramatic 
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and magnificent contribution to their solution 
was made by the Hyde Park Declaration which 
the Prime Minister explained to the house 
yesterday. In that declaration, the thrice wel- 
come progeny of the “good-neighbour” and 
“aid-to-Britain” policies, the President of the 
United States and our own Prime Minister 
made public an agreement under which the 
government of the United States will make 
available to Britain, under the lease-lend act, 
the United States components of British pur- 
chases in this country, and undertakes to pur- 
chase from us such war materials and equip- 
ment as we may find it possible to produce 
by an intelligently planned integration of the 
industrial capacities of this North American 
arsenal, having regard always to the require- 
ments of Canada and the United Kingdom. 

It is difficult to make any precise quantita- 
tive estimate of the contribution which the 
agreement may make to reducing our shortage 
of United States dollars. In the first place, 
while elimination of the necessity of our paying 
United States dollars for the United States 
components of British war orders in Canada 
should result in a substantial reduction in 
the drain on our United States dollars, admin- 
istrative difficulties may be encountered which 
will make it difficult to apply the lease-lend 
procedure immediately to all items in this 
category, particularly certain raw materials 
purchased directly by private contractors. In 
the second place, while the Hyde Park Declara- 
tion referred to a total of between $200,000,000 
and $300,000,000, the amount of the addi- 
tional war purchases by the United States in 
Canada will depend on the practicable limits 
of production and integration, and it will, of 
course, take some months for them to reach 
their expected peak volume. The most reason- 
able estimates of the magnitude of these two 
factors still leave a considerable deficit in 
our balance of payments with the United 
States, but we hope this may be further les- 
sened by continuing negotiations between the 
three governments. 

However, I must warn the house that the 
Hyde Park Agreement, most generous and 
helpful as it was, does not remove all need 
for the conservation of foreign exchange. It 
is a magnificent contribution to the success 
of our common struggle, not to the ease and 
convenience of the Canadian people. It 
would be foolish, for instance, to assume that 
it will mean the restoration to par of the 
Canadian dollar in New York, a_ proposal 
which has recently been mooted by persons 
not familiar with the hard facts, or to assume 
that it will enable us to remove the present 
restriction upon the use of United States 
dollars for pleasure travel purposes in the 
United States. 


It was only with the greatest reluctance 
that the government accepted the necessity of 
imposing these travel restrictions, and, as 
the Prime Minister stated upon his return 
from his recent visit with the President of the 
United States, this administration would 
abandon that prohibition immediately if it 
could be done without injury to Canada’s 
war effort. Such action, however, cannot be 
taken at the present time, as the plain fact 
of the matter is that even taking into account 
the probable benefits of the Hyde Park Agree- 
ment, we have not sufficient United States 
dollars available to permit us to undertake 
additional commitments. If all restrictions 
were removed, I am of the opinion that we 
would have to find some $70,000,000 to 
$80.000,000 for pleasure travel. 

While on this subject I would like to refer 
to certain misapprehensions which appear to 
exist In some quarters in regard to the policy 
which is being followed in permitting visits 
to the United States. In general, funds will 
be provided for any trip which is required 
for business reasons. Further, visits for necess- 
ary medical treatment or other types of health 
purposes are allowed, and, in certain cases, 
limits are established for educational courses 
not available in Canada. No funds will be 
provided for vacation or pleasure trips, but 
if any Canadian has arranged to visit relatives 
or friends in the United States who provide 
the United States dollars for the purpose, no 
objection will be raised. From time to time 
we hear criticism that certain people are 
allowed to visit the United States, and not 
others. I am advised by the Board that I can 
assure all concerned that absolutely no dis- 
crimination is exercised in considering appli- 
cations and that exactly the same principle 
applies to every applicant. If the application 
falls within a class that is prohibited, it is 
refused without regard to the personalities con- 
cerned, and if it is in a permitted class it is 
granted on the same basis. 


Mo 
GOVERNMENT ACCOUNTS, 1940-41 


I wish now, Mr. Speaker, to review the 
government accounts for the fiscal year which 
closed on March 31st. In accordance with the 
procedure which has been followed in the last 
two budgets, I shall merely at this time 
summarize the results of the year’s operations 
and at the close of this address I shall table 
a white paper which will include all the 
significant details in regard to our revenues 
and expenditures, our direct and indirect lia- 
bilities, our active investments and _ our 
financing operations during the past year. 
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The house will realize that, while we are 
now past the end of March, our books for the 
fiscal year 1940-41 will not be closed for some 
time. For this reason the figures which I shall 
present to the house represent merely esti- 
mates, although I believe they are close esti- 
mates, of our revenues and expenditures for 
the past fiscal year. 


Revenues 


In this connection, my first duty is a 
pleasant one—that is, to report the fact that 
our revenues during the past year were of 
unprecedented magnitude. Our present 
estimate is that they will reach a total of 
$871,571,000, an increase over the previous 
year of over $309,000,000 or approximately 
55 per cent. For no earlier year in our history 
have our receipts approached this huge total. 
Even the somewhat courageous estimates 
made by my precedessor last June were 
exceeded by more than $100,000,000. If hon. 
members contrast the huge total I have given 
with the dominion’s revenues in the corres- 
ponding year of the great war, they will, I 
believe, find reason for confidence, not only 
in the increased strength of the dominion to 
bear the greater burdens of to-day, but also 
in the different methods which are being 
followed to finance this war. In 1915-16 the 
aggregate revenues of the dominion amounted 
to only $172 million, and even in the closing 
year of the last war they had risen to only 
$313,000,000. 

The very large increase in our revenues as 
compared with those for 1939-40 is to be 
explained by several factors. In the first 
place, we imposed last year a number of new 
taxes and we increased the rates on several 
of our existing taxes. In the second place, 
the substantial increase in business activity, 
in personal and corporate incomes, and in 
consumer expenditures, to which I have 
already referred, have provided a_ broader 
base for all or nearly all our taxes. Finally, 
there was a much less important factor, the 
prepayment of income taxes not normally 
payable until April 30. 

In these remarks I shall restrict myself to 
a brief discussion of our tax revenues and 
shall make no reference to our revenues from 
non-tax sources, such as post office receipts, 
return on investments, and various miscel- 
laneous items. Total tax revenues are now 
estimated at $778,290,000, as compared with 
$468 million in the preceding fiscal year. The 
largest contribution to this total was made by 
our various excise taxes which account for 
aggregate receipts of $284 million as compared 
with $166 million for the previous year. Sales 
tax alone was responsible for total receipts 
of $180,750,000 and the war exchange tax for 
$62,000,000. 


The income tax was the second most 
important source of revenue. From. the 
graduated tax on personal incomes, the 18 
per cent tax on corporate incomes and the 
special tax on interest and dividends, we 
received a total of $220 million, or more than 
50 per cent in excess of any previous year in 
our history. The national defence tax pro- 
duced a total revenue of $28 million, while 
under the excess profits tax we collected 
$24 million. In this connection, however, I 
wish to emphasize that it will not be until 
after April 30 this year that we will receive 
the very large returns which we expect from 
the excess profits tax, as well as from the 
increases in personal income taxes which were 
imposed last June. It is not as yet possible 
to determine with any precise accuracy the 
total amount of prepayment of income tax 
which normally would not have been paid 
until April 30, 1941, although it is estimated 
that about 110,000 taxpayers took advantage 
of the instalment prepayment plan and that 
prepayments were about $45,000,000. 

Despite the important steps we have taken 
to restrict non-essential imports, our imports 
have shown a substantial increase and as a 
result our revenues from customs duties rose 
from $104 million in 1939-40 to an estimated 
$131 mullion in 1940-41. This is larger than 
in any year since 1931, but still considerably 
below most of the pre-depression years. 

As a result of the tax changes imposed in 
the two earlier war budgets and of increased 
consumer incomes, our revenues from excise 
duties, mainly on liquors and_ tobacco, 
increased from $61 million to $89 million. 


Expenditures 


I turn now to some brief comments on our 
expenditures for the past fiscal year. We 
now estimate that our ordinary expenditures 
will be slightly over $393 million, of which 
total approximately 70 per cent is accounted 
for by interest and other charges on the 
public debt, civil and military pensions, cost 
of operating the postal service, and sub- 
sidies and special grants to provinces. 
Although it includes over $11 million addi- 
tional interest and other charges on the public 
debt, this total is $5 million less than the 
corresponding figure for the previous year. 
Capital expenditures decreased to $3,405,000 
from slightly over $7 million in 1939-40. 

The largest decrease in our expenditures 
took place in the category of so-called special 
expenditures, representing chiefly the cost 
of unemployment relief, payments under the 
Prairie Farm Assistance Act, and provision 
for losses in respect of wheat. In connection 
with the last named item, I have thought it 
wise to set up a reserve in our books of 
$10,500,000 which is the deficit shown, not 
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previously provided for, in the operations of 
the Canadian Wheat Board calculated as at 
July 31, 1940. Including this reserve for 
wheat losses, our total special expenditures 
for the year are estimated at $42,613,000, 


which compares with an _ expenditure of 
$89,113,000 under the same category im 
1939-40. 


As the house already knows, there was also 
a substantial decrease in losses of, and non- 
active advances to, government-owned enter- 
prises, chiefly the government-owned ail- 
way system. During the past year our 
expenditure on this account was $18,182,000 
as compared with $42,079,000 during the pre- 
ceding year. 


I come now to the last important category 
of dominion expenditures, namely, those on 
war account. By this time hon. members 
will, I am sure, realize how difficult it is to 
make precise estimates of war expenditures 
in advance, even for short periods. Our latest 
estimates indicate that our total cash dis- 
bursements for this purpose charged to the 
fiscal year which has just closed will approxi- 
mate $816,150,000, of which $791,862,000 will 
represent expenditures charged to _ consoli- 
dated fund and $24,288,000 will represent outgo 
in respect of items which we treat as active 
assets in our accounts. For the sake of com- 
parison it may be interesting to note that in 
the corresponding fiscal year of the last war, 
namely 1915-16, the war expenditures of the 
dominion amounted to only slightly over 
$166 million, and even in 1918-19, the last 
year of the war, to only $447 million. 


If we add the amounts which I have given 
you for the various categories of expenditure 
charged to consolidated fund together with 
certain miscellaneous other charges represent- 
ing chiefly write-down of assets, we get an 
aggregate expenditure for the year of 
$1,266,627,000, which total I need hardly say 
also represents a new record for the dominion. 
Deducting total revenues of $871,571,000 we 
reach an over-all deficit for the year of 
$395,056,000. This is, of course, a very large 
deficit, but nevertheless it is substantially 
smaller than that which was estimated by my 
predecessor last June. It compares with a 
deficit of $118,700,000 in 1939-40. 


Overall Deficit 


As a result of the over-all deficit of $395 
million, the net debt of the dominion rose to 
approximately $3,666,316,000 as at March 31, 
1941. Gross liabilities at that date are 
estimated at $4,744,057,000. On the other 
side of the balance sheet, offsetting these 
liabilities in part, the dominion has active 
assets, including cash on hand, sinking funds, 


and active loans and investments amounting 
to $1,077,741,000. 
Debt 

At the close of the fiscal year there was 
outstanding unmatured direct funded debt 
(including treasury bills) amounting to 
$4,371,891,000, of which $5,233,000 were held 
in sinking funds against certain issues pay- 
able in London. Bonds and debenture stocks 
bearing the guarantee of the dominion and 
outstanding in the hands of the public totalled 
$984,016,379, as at March 31, 1941. These 
guaranteed securities were decreased by 
$100,462,853 during the year. There are also 
outstanding certain other contingent liabili- 
ties arising out of guarantees given under 
relief acts and various other statutes. These 
are fully set out in the white paper which I 
shall table at the close of my address. 


II 


BUDGET FORECAST 1941-42 AND 
PROPOSALS 


Estimate of Expenditures 


What I have said relates to the past, and 
what the house will now be interested in is 
the estimates of our expenditures for the new 
fiscal year and the measures and policies we 
propose for raising the necessary funds to 
meet these expenditures. 

The house has approved estimated expen- 
ditures on non-war activities for the fiscal 
year ending March 31, 1942, amounting to 
$433,131,639.50. To this should be added sup- 
plementary estimates before the house, 
amounting to $35,000,000, to provide for pay- 
ments to stimulate reductions in wheat 
acreage. 

The house will recall that the war expen- 
ditures for the fiscal year ending March 831, 
1942, were tentatively estimated at $1,450,- 
000,000. As was pointed out, however, when 
the 1941 war appropriation bill was intro- 
duced, these estimates are dependent upon a 
number of factors which cannot be determined 
in advance and for that reason authority was 
asked for an appropriation which is approxi- 
mately $150,000,000 less than the war esti- 
mates of the various departments. In asking 
the house for an appropriation of $1,300,000,000, 
I said: 

“It may be that the total cost of our war 
effort expenditures during the coming fiscal year 
willl exceed this figure by a considerable amount, 
and if it does, it will be necessary for me to 


come back for an additional appropriation at 
a later date.” 


It is not necessary for me to repeat the 
impossibility of estimating in advance with 
any degree of accuracy what our war expen- 
ditures will be during the new fiscal year. 
Obviously, this will depend in large measure 
upon events over which we have no control. 
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With these reservations, I shall add $1,300,- 
000,000, which I think is an inside figure for 
war expenditures, to the total expenditures 
on non-war activities of $468,000,000. These 
two amounts together come to the tremen- 
dous sum of $1,768,000,000 for dominion goy- 
ernment expenditures during the fiscal year 
1941-42. If war expenditures exceed the 
present appropriation and reach the original 
estimate upon which the war program was 
based, our total expenditures would be 
$1,918,000,000. 


Estimate of Revenues 


To meet the expenditures which I have 
outlined, we estimate that our total revenues 
for the new fiscal year on the basis of the 
taxes which are now in force, will amount to 
approximately $1,150,000,000. These revenues 
are made up as follows: 


Uriptoris ts cen fa oe es. $ 137,000,000 
Wix@ise dities: ? lee. OSes I. 98,000,000 
SHIGA Sy ees ee. oe os 2, 190,000,000 
War exchange taxi’........ 81,000,000 
Other excise taxes.......... 51,000,000 
Income taxes— 
Persia. cere. tates 135,000,000 
Ubreoramon 2.022. &. 2). ce 165,000,000 
OEE CRTIG TERS. oo tle ole es. 15,000,000 
National defence tax........ 55,000,000 
Tixeese protits tax. ks be. 140,000,000 
Miseallonectig .. 5 occ ee scien 2,000,000 
Total tax revenue...... $1,069,000,000 
Non-tax revenue............ 81,000,000 


Total ordinary revenue.. $1,150,000,000 


This means that if our expenditures do not 
exceed $1,768,000,000, and if our revenues 
from present taxes produce $1,150,000,000, we 
should be faced with an apparent deficit of 
$618,000,000 to be covered by new taxes or 
by borrowings. On the higher estimate of 
war expenditures that deficit would be $768,- 
000,000. If that were all, the problem would 
be difficult enough, but as everyone knows, 
the real magnitude of this country’s war effort 
greatly exceeds the cost of our direct military 
programme, and for this reason the total 
amount which we must find through new taxes 
and by borrowing will greatly exceed what- 
ever the government’s budgetary deficit itself 
may amount to. 

In an earlier part of this address I dealt 
with our exchange position with the United 
Kingdom and with the United States and 
pointed out the difficulties of estimating the 
amount of the British deficit with us or the 
amount of our deficit with the United States 
for the present year until the measures agreed 
to at Hyde Park have been worked out. Our 
immediate interest in these questions is in 
their effects upon our internal financing prob- 
lem this year. 


In order to appraise the magnitude of this 
problem we should first add to our own bud- 
getary deficit the amount of Britain’s deficit 
in her balance of payments with us. We 
should then deduct the amount of our 
exchange deficit with the United States be- 
cause to the extent that we meet this by 
selling gold or foreign exchange or other 
capital assets it does not represent an imme- 
diate burden upon our current production. 


On the basis of the information which is 
presently available to us, we estimate that 
the difference between Britain’s deficit with 
us and our deficit with the United States will 
be between $800,000,000 and $900,000,000 in 
the current year. If this is added to the esti- 
mates I have given of our prospective budget- 
ary deficit we arrive at a total of between 
$1,418,000,000 and $1,668,000,000 which we 
must raise by additional taxation and borrow- 
ing during the present fiscal year. For our 
present purposes, I think, we will not be far 
wrong if we assume the figure to be $1,500,000,- 
000. It is unnecessary for me to emphasize 
the staggering task which this places upon the 
Canadian people. It can be done without any 
doubt, but it will not be easy. 


I should like to point out to the house, 
however, the importance of keeping the magni- 
tude of our task well before us when we 
consider the specific proposals which I now 
present. It is only by doing so that we can 
hope to consider the individual measures in 
their proper perspective. 


Budget Proposals 


To provide these funds, I shall lay proposals 
before the house designed to raise, by new 
taxes and increased rates of existing taxes, the 
amount of $300,000,000 in a full fiscal year. 
Of this amount, roughly $220,000,000 will be 
derived from direct personal and business 
taxes, $68,000,000 will be raised by indirect 
taxes which fall on commodities and services 
which, however desirable they may be, are 
not, in general, essential, and $12,000,000 from 
an indirect tax which will affect the family 
budgets of all. All of this will not, however, 
be collected within this fiscal year. In 1941-42, 
it is expected to obtain $250,000,000. 


This leaves an estimated amount of 
$1,250,000,000 to be financed otherwise. 
Increases in certain government open and trust 
accounts such as annuities and superannuation, 
the unemployment insurance fund, war savings 
certificates and non-interest-bearing loans may 
be expected to provide a source of funds 
amounting to about $200,000,000. For the 
remainder, we shall have to appeal to the 
people, the business firms, and institutions of 
the country. 
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I need not tell the house that to raise such 
an amount will require such a great increase 
in the savings of the Canadian people that 
the help of every man, woman and child will 
be required. It will require also the careful 
limitation of our commercial and industrial 
investment to such plant and equipment as will 
aid in carrying on the war and as is necessary 
to the maintenance of essential services. With 
this object an order in council, effective from 
to-day, will shortly be passed making it 
necessary for any person or firm erecting or 
extending building structures for industrial 
and commercial use or installing machinery 
and equipment, to apply for and obtain a 
licence. To facilitate administration, small 
extensions and replacements will be excluded 
from the coverage of the order, and plant and 
equipment for primary industries and housing 
accommodation will be exempt. The order 
will be administered by the Director General 
of Priorities under the Department of Muni- 
tions and Supply. 

This policy of controlling investment will 
have the important effect of providing a larger 
market for government bonds, but it will 
have other important effects as well. It will 
limit the demand on steel, machine tools and 
skilled labour; it will prevent some unsound 
extensions of industry under the stimulus of 
the War Exchange Conservation Act; and 
it will provide a backlog of investment and 
construction requirements for the post-war 
reequipment and modernization of Canadian 
industry. 

I have already indicated that the new tax 
proposals involve very important increases in 
direct taxation. That will surprise no one who 
is aware of the magnitude of our financial 
requirements and who is familiar with the 
financial policy which this government has 
followed from the beginning of the war. As 
my colleague said when discussing the increases 
in personal income taxes which he proposed 
in the budget of June, 1940, “this is the tax 
which in principle most nearly approximates 
ability to pay. We realize that increases in 
indirect taxes disguise the burdens imposed 
by the war but they are much more likely 
to distribute these burdens harshly and 
unfairly”. Our views upon the type of 
additional taxes which should best be imposed 
have not changed. We still believe that if 
there must be increased taxes, then it is 
better to increase the direct taxes as much as 
we possibly can. And in this most critical 
year of our history when the future existence 
of all the important things that matter to 
us is at stake, I do not think it unreasonable 
to ask our people to accept further drastic 
increases in both personal and corporation 


income taxes. I think they are prepared to 
shoulder the increased burdens which we must 
ask them to bear. 


Offer to Provinces 


But when we come to the point of increasing 
personal and corporation income taxes still 
further, we are confronted by the situation to 
which reference was made last year in the 
following terms. I quote from my _ pre- 
decessor’s speech: 

“The dominion is not the only taxing authority 
levying steeply graduated rates on large incomes. 
Every province in Canada, except Nova Scotia 
and New Brunswick, now levies income taxes 
and in certain cities taxpayers must pay. muni- 
cipal income taxes as well as provincial income 
taxes. Ontario, Manitoba, and Prince Edward 
Island are the only provinces which allow, as 
a deduction from income, the tax paid to the 
dominion. All these authorities tax at different 
rates. This means that unless we are prepared 
to be entirely arbitrary and unfair and to set 
up schedules of rates which when added to the 
rates imposed by other taxing authorities would 
be nothing short of fantastic, the dominion 
must, in “fixing its schedule of rates, take 
cognizance of the highest schedule of rates 
effective in any province. This is but an 
instance of the chaotic situation in the fiscal 
systems of Canada to which the Sirois report 
has drawn attention and which, I regret to 
say, appears to be getting worse rather than 
better.” 


Since these words were spoken the tax 
structures of some of the provinces have been 
changed to some extent. It was recently 
announced that British Columbia intends to 
repeal its surtaxes on higher incomes. The 
treasurer of the province of Quebec has inti- 
mated that the municipal income tax levied 
by the city of Montreal will be discontinued. 
On the other hand, New Brunswick has now 
entered the corporation income tax field. 
But in spite of these particular changes, the 
general problem which was explained to the 
house last June remains unchanged. 

We hoped that some solution of those 
difficulties would be found at the dominion- 
provincial conference which was held in Jan- 
uary to consider the recommendations con- 
tained in the Sirois report, but as everyone 
knows the conference failed. There is nothing 
to be gained by reviewing the events which 
led up to the conference or discussing the 
causes of its failure. We must accept the 
differences of opinion expressed at that time 
without resentment or disappointment and 
get on with our jobs. And in case there may 
be any lingering doubts in any one’s mind, I 
should like to state categorically that the 
question of the Sirois report will not be 
reopened at the instance of this government 
until after the war at least. What has proven 
to be such a contentious domestic issue must 
not be allowed to weaken our national unity 
in this critical year. 


If I may be permitted to digress for a 
moment at this point, I should like to assert 
as strongly and as definitely as I can that 
while we may have differed in the past and 
may differ in the future about the best solu- 
tion for some of our domestic problems there 
is no disagreement among Canadians upon our 
main purpose. And that is to put forth the 
maximum effort of which we are capable in 
the struggle with the forces of evil and of 
darkness, in the struggle with the common 
foe of all decent men. If the house will con- 
sider the estimated war expenditure for the 
fiscal year commencing April 1, 1941, and 
the amount of our financial assistance to 
Britain, which I gave the house a few moments 
ago and will think of what these expenditures 
mean in terms of hours of labour and of raw 
materials, I believe all members will agree 
that the Canadian people must pull together 
in their common purpose. Such a tremendous 
effort would not be possible unless we were 
united in our determination that the enemy 
and all he stands for shall be overcome. 


To return to the problem of the different 
levels of direct taxation between provinces, it 
has been suggested that the dominion govern- 
ment should impose whatever taxes it thinks 
necessary without any regard whatever to the 
difference in the provincial rates. But the 
situation to which my predecessor referred 
last June still exists. In fact, it becomes worse 
and the differences between the provinces 
become aggravated as the general scale of 
taxes increases. 

The combined rates of tax on the lower 
income levels are relatively moderate at 
present and under these conditions the differ- 
ences in the taxes paid by residents of differ- 
ent provinces are tolerable. But if the taxes 
are to be increased as they must be, those 
differences will become progressively less 
tolerable. This means that if the dominion 
government introduces tax rates which to- 
gether with the existing provincial rates are 
appropriate to the situation in some provinces 
the result would be that residents of other 
provinces where the provincial income taxes 
are relatively higher, would pay more than 
the maximum which it is thought people with 
similar incomes elsewhere can be asked to 
bear. - 

A further difficulty arises because of the fact 
that provincial income taxes in western 
Canada in combination with dominion rates 
rise more steeply than they do in the east. 
As a result, it is particularly difficult to 
increase the taxes in the higher income 
brackets. However, if the dominion rates on 
higher incomes are not increased then the 
combined taxes on such higher incomes in 
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eastern Canada will be unfairly low as com- 
pared with the proposed increased taxes on 
lower incomes. Since the taxes on lower 
incomes must be increased substantially in 
order to produce the revenues required, it is 
only proper that we should also increase the 
taxes on the higher incomes if we are to 
preserve the principle of spreading the burden 
in proportion to ability to pay. But at this 
point, the progressive provincial taxes in the 
western provinces interfere with the course of 
action which should be taken to produce an 
equitable result in eastern Canada. 

After the most careful study we have come 
to the conclusion that the dominion in 
establishing its rates of taxation cannot ignore 
the differences in the levels of direct provincial 
taxes to which I have referred. On the other 
hand, in view of the magnitude of the problem 
before us we cannot permit those differences 
in provincial taxes to influence us to the 
point where we refrain from imposing the 
maximum rates of dominion taxes which we 
think the public can fairly be expected to 
stand. We cannot permit ourselves to forget 
that we must raise $1,500,000,000 this year by 
additional taxation or borrowing. 

After the most careful consideration of all 
the questions involved we have reached the 
conclusion that the rates of personal and cor- 
poration incomes taxes should be raised by 
the dominion to the maximum levels which 
would be reasonable at this time, if the 
provinces were not in those fields. Our plans 
are drawn, therefore, on that basis, and in 
due course I shall outline proposals to increase 
the minimum rates of corporation income tax 
to 40 per cent; to increase the rates of 
personal income taxes very considerably and 
to increase the national defence tax. 


But these increases if taken together with 
the existing provincial rates would result in 
too heavy a burden and it is proposed, there- 
fore, as a temporary expedient for the duration 
of the war only, to ask the provinces to 
vacate these two tax fields. 

I am writing to the provincial premiers 
informing them that the dominion will offer 
to pay each year for the duration of the war, 
to any province which, together with its 
municipalities, will temporarily vacate the 
personal income tax and corporation tax fields 
either 

(a) The revenues which the province and 
its municipalities actually obtained from these 
sources during the fiscal year ending nearest 
to December 31, 1940, or 

(b) The cost of the net debt service actu- 
ally paid by the province during the fiscal 
year ending nearest to December 31, 1940 
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(not including contributions to sinking funds), 
less the revenue obtained from succession 
duties during that period. 


Such payments will be augmented by 
appropriate fiscal-need subsidies where it can 
be shown that these are necessary. At the 
same time, it is proposed to discontinue the 
present special grants which are voted annually 
by parliament. 


I should like to emphasize that this is not 
an attempt to get the provinces out of these 
tax fields permanently. While it is proposed 
that the dominion should increase the tax on 
corporation incomes this will be done by 
raising the minimum rates under the Excess 
Profits Tax Act which is not and never was 
intended to be a permanent fixture in our 
tax structure. Furthermore, it will be noticed 
that succession duties are specifically excluded 
from the proposal which is being made to the 
provinces. 

It is not intended that the dominion should 
interfere in any way with the royalties or 
special taxes which the provinces now levy 
upon timber limits, oil wells, mining or other 
natural resources. It is obvious that in 
war time as well as peace time the provinces 
have a special interest in the development of 
their natural resources and that they must be 
left in a position to raise the necessary 
revenues for this purpose. 


I should also like to emphasize that no 
province is being forced to accept this offer 
and any province which does accept will have 
the right to withdraw from the plan at the 
end of any year subject to reasonable notice. 
Furthermore, the arrangement with the 
provinces will be discontinued and _ the 
dominion will cease making the payments 
which are contemplated in the proposal and 
will agree to reduce its taxes in these two 
fields proportionately, within one complete 
fiscal year after the termination of the war. 

The plan which I have outlined for alleviat- 
ing the present difficulties is by no means 
perfect and is not intended to be more than 
a temporary war-time expedient. However, 
it has the merits of simplicity. It will permit 
the dominion government to levy the neces- 
sary taxes without injustice to residents of 
different sections of the country or to differ- 
ent income groups. As far as the provinces 
are concerned, it will ensure them a fixed 
revenue for each year during which the war 
continues, based upon the level of such 
revenues during the past year. In other words, 
the dominion guarantees the provinces an 
annual payment equivalent in all probability 
to the maximum amount which they have ever 
received from the two tax fields under dis- 
cussion. It is true that if incomes continue 


to rise the provinces might receive even 
larger revenues from these two sources in the 
future than they did in the year 1940, but 
this would depend in part upon the course 
and nature of the war, in part upon the level 
and nature of dominion taxation and upon 
many other questions which cannot be fore- 
seen or assessed at this time. 

The alternative offer of the dominion to 
pay the cost of a province’s debt service is 
intended for those provinces which have not 
developed to the same extent the personal 
income tax and corporation tax fields and for 
those provinces which represent that they 
must be given some measure of relief pending 
a final solution of their present difficulties. 

I sincerely trust that all provincial govern- 
ments will consider that these proposals are 
fair to them and that they will accept them 
in a spirit of cooperation and with a desire to 
help us in our considerable task. I sincerely 
trust that all sections of the community will 
unite in supporting the plan as a temporary 
expedient but one that is necessary if we 
are to apportion the burden of the tremendous 
effort which this country is making among 
our citizens in as fair and reasonable a man- 
ner as is humanly possible. 

There are two other matters which I should 
refer to in connection with this proposal 
to the provinces. If the plan is accepted, the 
provinces will cancel the great variety of flat 
rate or specific taxes which are now levied on 
corporations. In general, these will be more 
than offset by the proposed increase of 10 
per cent in the corporation income tax. It 
is possible, however, that certain classes of 
companies—such as the banks, railways, insur- 
ance companies and possibly one or two other 
groups—would benefit from the change. To 
avoid this it is proposed to introduce a 
limited number of specific taxes on the types 
of enterprises I have mentioned. These will 
not be decided upon until after a careful 
study has been made of the details of the 
existing provincial taxes which will be dis- 
continued. When they are introduced these 
specific taxes will be made retroactive so 
that there will be no interval between the 
date when the provincial taxes come off 
and the date when the dominion taxes go on. 


The second matter to which I should refer 
briefly at this point and which I shall dis- 
cuss more fully later on, is the proposal to 
introduce a special excise tax of 3 cents per 
gallon on gasoline sales. This proposal is 
necessary both for revenue and for exchange 
conservation but it may have the effect of 
cutting into provincial revenues. It is, there- 
fore, proposed in order to assist the provinces 
which agree to vacate temporarily the per- 
sonal income tax and corporation tax fields, 
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to guarantee to them an amount equivalent 
to the revenues which such provinces actually 
receive from gasoline taxes during the fiscal 
year ending nearest to December 31, 1940, 
provided they do not change their present 
gasoline tax rates. In other words, if their 
revenues from this source, in any year during 
which the proposed plan is in force, should 
fall below the 1940 level, the dominion will 
make up the difference. 

It is difficult to estimate accurately the 
amount of the annual payments to the 
provinces which are contemplated in the plan 
which I have described or the additional 
revenues which will accrue from the proposed 
increases in the personal and corporation 
income taxes. Many questions of detail will 
have to be worked out with the provinces. 
However, if these questions of detail are 
approached on both sides by a determination 
to reach a fair conclusion they should not 
prove to be too difficult of solution. With 
these reservations I may say that we estimate 
that after making the required payments to 
the provinces, the net increase in dominion 
revenues from the changes now proposed 
in the personal income taxes and corporation 
taxes will be approximately $90,000,000. 

In coming now to state in some detail the 
tax measures that are being proposed, I shall 
deal first with the direct taxes levied on 
individuals, then with those levied on cor- 
porations and non-residents, and finally with 
the indirect or commodity taxes. There are 
important changes in each of these fields. As 
I have already indicated, and with the object 
of keeping our entire tax structure as equit- 
able as possible at a time when rates are 
being increased very greatly, and even minor 
inequities become serious, we have decided to 
place our main reliance for increased revenue 
on direct taxes levied on the income and 
property of individuals. These are the fairest 
taxes, for their amount depends upon the best 
measures that can be found for ability to 
pay, and their burden is not shifted on to 
other shoulders as may be the case with other 
taxes. Consequently, I have endeavoured to 
raise the rates of direct taxation to the high- 
est level which I think the Canadian people 
can be asked to bear in this historic year. 
No longer do we need delay at all for fear of 
diminishing purchasing power. We must still 
have some regard for incentive and efficiency, 
but I think we can certainly assume that other 
motives than those of personal gain are 
dominant in the minds of Canadians to-day, 
whatever their incomes or positions. 


National Defence Tax 
The major source of additional revenue will 
be a substantial increase in the income tax, 
20006—34 


both in the graduated rates of tax and in the 
national defence tax. Dealing first with the 
national defence tax, the changes are simple 
but significant. Commencing on the first of 
July it is proposed that the rates of this tax 
will be increased from two per cent at present 
to five per cent, and from three per cent at 
present to seven per cent. The only other 
substantial change in this tax will be an in- 
crease from $600 to $660 in the minimum 
annual income below which no single person 
is liable for this tax. 

Nearly all hon. members, and indeed most 
Canadians, will have expected a substantial 
increase in the rates of this tax in view of the 
enormous size of our financial requirements, 
which have been frankly explained on many 
occasions in this past six months. In judging 
the amount of the increase it should be 
realized that we are not increasing the rate 
of the general sales tax which is practically 
the only other alternative source of such a 
large amount of revenue. I have chosen to 
recommend a_ substantial increase in the 
national defence tax, and the graduated in- 
come tax rates rather than the sales tax, 
because these income taxes are very much 
fairer in their distribution, as I think every 
one of us will admit. We do not see the sales 
tax clearly when we pay it, but an increase in 
it would affect us just as severely and less 
equitably than an equivalent increase in the 
national defence tax. 


I am proposing an increase from 600 to 660 
dollars in the exemption from this tax because 
I believe that the heavier rate is a little too 
heavy right at the bottom in the case of 
single persons living away from home. The 
new figure is less than $100 below the regular 
income tax exemption. The amount to be 
deducted for children or dependents under the 
new rates will be at the rate of $20 per annum 
instead of $8, being equivalent to the 5 per 
cent rate of tax on $400. 

It will be noted that in raising the rates 
the present 1 per cent margin between the tax 
on married persons and single persons with 
incomes over $1,200 has been increased to 
2 per cent. This, I am sure, you will con- 
sider reasonable because when the general 
weight of our taxes 1s being increased so sub- 
stantially the relative importance of the differ- 
ing circumstances of individuals having equal 
incomes becomes increasingly significant. 


The general principles of this tax and the 
methods of its collection are being left as 
they are at present. The tax will continue 
to be deducted at the source as far as 
possible, and the provisions in regard to 
refunds will be continued. I am glad to 
acknowledge the cooperation which we have 
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had from businesses and their employees in 
the efficient collection of this tax. Their 
continued assistance is essential to its suc- 
cessful functioning. I would also like to pay 
a tribute to the efficient- work of the Income 
Tax division of the Department of National 
Revenue whose burdens have been increased 
enormously by this and other war taxes. One 
is apt to forget that the tax collector is most 
decidedly a hard-working and vital unit im 
a great war industry. 

It is estimated that the increase in the 
rates of this tax would, in a full year, result 
in an increase of about 80 million dollars in 
revenue, As they will be in effect for only 
part of this fiscal year I anticipate an increase 
of about $55 million in this year’s revenue 
because of these changes in rates. 


Personal Income Tax 


I am proposing substantial increases in the 
eraduated rates of income tax made up in 
such a way that in combination with the 
increase in the national defence tax they will 
result in a progressively rising rate of increase 
in relation to the income now left with tax- 
payers after payment of taxes at existing 
rates. The new graduated rates will com- 
mence at 15 per cent on the first thousand 
dollars of net taxable income, in place of six 
or eight per cent at present, and they will be 
20 per cent on the next thousand, 25 per cent 
on the third thousand, and so on upwards until 
they reach 80 per cent on the block of net 
taxable income, if any, between $300,000 and 
$500,000, and, finally, 85 per cent of that over 
$500,000. Of course these rates do not include 
the national defence tax rate applying on the 
same income. If that be included, income 
over the amount of exemptions will be taxed 
at rates ranging from 20 per cent at the bottom 
to 90 or 92 per cent at the top. These rates 
apply both to earned income and investment 
income. In addition I am proposing a new 
surtax of 4 per cent on actual investment 
income, with a moderate amount exempted. 
The present so-called investment income gur- 
tax, which is almost entirely a simple surtax 
on all income over $14,000, is to be absorbed 
into the new graduated rates, which have been 


increased additionally to take this into account. 


Now that the general level of our income 
tax has reached this height, I believe we 
should make a more significant distinction 
between earned income and_ investment 
income. The man who must work for a 
given income, whatever its amount, is in a 
less favourable position than a man with 
the same income derived from investments. 
To take but only one aspect, the man earning 
his income must set something aside if he 
wishes to provide for his own old age, or for 
his family when he can work no longer, while 


the other has his capital as security for the 
future. Our present surtax only taxes invest- 
ment income within the narrow range between 
$5,000 and $14,000, and at a low rate. The 
new surtax is to tax all true investment 
income of more than $1,500, or of more than 
the sum of one’s exemptions and allowances 
if these are more than $1,500. 

No change is being suggested in the basic 
exemptions for the graduated income tax, 
$750 for single persons and $1,500 for married, 
nor in the allowance for children and depend- 
ents of $400 each. The exemptions were 
reduced last year, and those with children will, 
I believe, experience enough difficulty in ad- 
justing themselves to these new rates without 
any reduction in the allowance they receive 
for their children. The persons with incomes 
immediately below the exemptions for the 
graduated tax are being adequately and more 
efficiently reached by the increase in national 
defence tax. 

In accordance with the announcement I 
made in February, it is proposed to reduce 
from 50 per cent to 10 per cent of income the 
maximum amount to be allowed as a deduction 
for gifts to all charitable or patriotic organiza- 
tions, with a minor exception for the arrange- 
ment already made for the National War 
Services Fund. 

It is proposed to change the date at which 
the income tax becomes due from April 30 
to March 31. At the same time it is proposed 
to extend the arrangements for payment of 
the tax by instalments, and to provide that 
if one-twelfth of the tax, estimated on the 
base of the previous year’s income, is paid in 
each of the months September to December, 
and one-eighth of the balance, recalculated 
after the end of the year, is paid in each of 
the months January to August, then no 
interest will be chargeable on the instalments 
after March 31. I wish to recommend strongly 
this method of payment by instalments. Now 
that we have again raised the rates, our 
Canadian income tax is something which the 
average family must budget for each month. 
As many of us have discovered recently, no 
longer can we hope to find the tax money in 
a month or two in the spring. 

The house will, I know, be interested to 
see how the new schedules work out in relation 
to various incomes. Consequently, I would 
like to place on Hansard at this point a table 
showing the total tax payable at these new 
rates and at the present rates, including 
national defence tax at the rates for a full 
year. The taxes are shown for single persons, 
married persons without dependents and 
married persons with two children. Because 
of the offer which is being made to provinces, 
I have arranged that this table show won 
the dominion tax. 
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PRESENT AND PROPOSED INCOME TAX INCLUDING NATIONAL DEFENCE TAX 
(Dominion Taxes only) 


Single Persons 


Married Persons 


Married Persons 
2 Dependents 


Income Present Proposed Present Proposed Present Proposed 
Tax Tax Tax Tax Tax Tax 

$ $ cts. $ cts. $ cts $ cts $ cts $ cts 
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1: ODOes.. 25% ches ps 385 00 Se DOwdic(lT". . adh ae Lak te Lee eo HIE ae he. co EROIEAD cin ae 
eS OR ee 72 50 162 50 25 00 50 00 9 00 22, 50 
PAbOU Ree as 100 00 217,50 30 00 75 00 14 00 35 00 
0008.2 tre. 4 165 00 340 00 75 00 175 00 24 00 60 00 
DME eet |). 240 00 475 00 125 00 275 00 46 00 115 00 
et al. 325 00 622 50 195 00 400 00 95 00 215 00 
Pay SNE ee Sins tc? 525 00 955 00 355 00 675 00 223 00 450 00 
DOORS Les ee. 765 00 1,332 50 555 00 1,000 00 391 00 735 00 
Ti OUORT nll 1,515. 00 2,400 00 1, 215°00 1,965 00 983 00 1,637 00 
TOROOO Rete aiid: 2,437 50 3,600 00 2,070 00 3,080 00 1,780 00 2,710 00 
JSPR er ee nee 4,552 50 Osi. 00 4,110 00 5,625 00 3,782 00 5,209 00 
BOSOM, ee 6,802 50 9,105 00 6,310 00 8,330 00 5,982 00 7,890 00 
80, 0O0R9aIF. ave 11,587 50 15,082 50 10,980 00 14,085 00 10,636 00 13,621 00 
D0 DOU he te «4-2 22,242 50 28,392 50 21,390 00 26,965 00 20,998 00 26,437 00 
Gl aes id c's 36,970 00 45,877 50 35,845 00 43,935 00 35,429 00 43,391 00 
POO. eae 2”. 52,697 50 64,347 50 51,300 00 61,875 00 50,860 00 61,299 00 
BBO O0OR ea. Ee. 86,175 00 103,317 50 84,255 00 99,815 00 83,791 00 99,207 00 
ZDOFORO jn Reta o 121,652 50 143,795 00 119,210 00 139,270 00 118,722 00 138,638 00 
DOO DO gas. hue: veo: 362,555 00 411,720 00 357,015 00 401,120 90 356,423 00 400,408 00 


Nots.—In calculating the above taxes it has been assumed that all incomes up to $30,000 are entirely 
earned incomes, and that incomes of more than $30,000 include earned income of that amount and additional 


investment income to make up the total. 


A few examples wil! illustrate the scale of 
the increases. A married man with an income 
of $2,000 would pay a tax of $75 at present 
rates, including $40 national defence tax, and 
and at the new rates he would pay a tax of 
$175. A single man with the same income, 
at present rates, is liable for $165, and under 
the new rates would pay $340. This illus- 
trates most clearly the extent to which we 
must tax even modest incomes, and will put 
in perspective the increases at higher levels. 
A married man with $4,000 a year, under the 
present rates, pays the dominion $355 a year, 
of which $80 is national defence tax. Under 
the new rates his tax will be $675. If he has 
two children his present tax is $223, and his 
new tax will be $450. Going further up, at 
$10,000 a year a married man pays at present 
rates $2,070, and at the new rates would pay 
$3,080. If he adds a dollar to his earnings 
at this level his tax increases by 49 cents. The 
very rich bachelor with a salary of $30,000 
and investment income of $470,000 pays us 
now $362,555, and under the new rates would 
pay us $411,720. If a single man with a net 
taxable income of over $500,000 gets an extra 
dollar of income from his investments he will 
pay us 96 cents of it. 

These new income taxes are heavy, without 
question, but they are not beyond our ability 
to pay. The costs of the war are very great, 
far greater in fact than the amount we can 
collect from these taxes. We have undertaken 


to meet as much as possible of these costs 
from taxes, and to tax in accordance with 
ability to pay. Cold logie forces us to admit 
that income taxes of less than these levels 
would amount either to shutting our eyes to 
reality, since we must reduce our civilian con- 
sumption by more than this total amount 
anyway, or else it would amount to an unfair 
distribution of the burden by imposing less 
equitable forms of tax to restrict consumption. 


Perhaps I should point out that these rates of 
tax, particularly on what may loosely be termed 
the middle class, are still substantially less 
than the rates that have just been introduced 
by the British government. However, our 
maximum rates come very close to theirs and 
in making any comparison, one must, of 
course, remember that corporation income in 
this country is subject first to a corporation 
income tax and then to personal income taxes 
in addition when it is paid out as dividends. 
In Britain there is no corporation income tax, 
nor any minimum flat rate of excess profits 
tax. 

The increase in revenues to be expected as 
a result of the increase in the rates of the 
graduated income tax and the surtax on invest- 
ment income should be about 75 million 
dollars for a full year. This estimate cannot 
be a precise one because the numbers of new 
taxpayers brought in by the reduction in the 
exemptions last year are not yet known, and 
we can only guess as yet at the effects of the 
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war upon the distribution of incomes. Norm- 
ally we should expect none of the revenue 
from income tax on 1941 incomes to be 
received in this fiscal year, but with the new 
plan of instalment payments, under which 
payments commence in September, and with 
the moving of the date on which the tax is 
due from April 30 to March 31, there will be 
a very substantial amount of revenue col- 
lected during this fiscal year from the tax on 
1941 incomes. If the rates had been left at 
their present level we should have expected 
a net increase of $45 millions in our revenue 
this fiscal year due simply to these new 
arrangements as to payments. Under these 
new conditions it is also expected that $45 
millions of the revenue resulting from the 
increase in rates will be received in this fiscal 
year. 
Succession Duties 

I indicated some months ago that in our 
search for new and yet equitable sources of 
revenue the dominion would probably need 
to enter the field of inheritance taxes. We 
propose now to do this and one of the resolu- 
tions I am going to move will provide for the 
introduction of a bill establishing a new 
dominion succession duty. This field of taxa- 
tion has previously been used by the prov- 
inces and not by the deminion, though neither 
has any exclusive legal rights in it. Some of 
the provincial legislatures have exploited this 
field to a greater degree than others, but on 
the whole I believe they have not fully occu- 
pied it and that there is room for an addi- 
tional and independent dominion tax at 
moderate rates, made up in the light of the 
existing provincial rates. The compelling 
need for revenue which induces us to enter 
this new field arises from the war, but I 
would not suggest that this new dominion tax 
is a temporary war-time tax only. It would 
be manifestly unfair to pick out for special 
heavy taxation that minority of the popula- 
tion whose parents or husbands happened to 
die during the war rather than after it. Con- 
sequently, one should regard this measure as 
something of more permanence than, say, our 
proposed increases in income taxes or indirect 
taxes. The rates of tax proposed must also 
be judged in this light. 

Death duties, in general, are a very good 
type of tax, second only to income tax in 
their essential fairness and the possibilities of 
adjusting them progressively to ability to pay. 
They are even better than income tax in so 
far as they do not have as much tendency to 
reduce an individual’s incentive to hard work 
and initiative. It is reasonable and just that 
one should be able to provide something for 
his wife and children, and others, after his 


death. It is also reasonable and just, however, 
that the state should share in what one leaves, 
at a rate dependent upon the amount of 
wealth being transferred. Indeed, I find this 
view so generally held in this country that 
it is not necessary to do more than call it to 
mind. 

There are quite a number of possible forms 
of death duties which can be used, and which 
are used by other countries, and their states. 
They differ, for example, in regard to whether 
the tax is levied upon the estate itself, or upon 
the property received by each heir. They 
differ widely in the way in which the rate of 
tax is determined. In many cases it depends 
simply upon the size of the estate; in other 
cases upon the size of the amount received 
and, frequently, as well, upon the relationship 
of the deceased to those receiving the property. 
After considerable study I have decided to 
propose a composite type of tax similar to 
that used by most of the provinces in this 
country. The tax will apply to the amount 
passing to each sharing in the estate. The 
rate of tax will be determined mainly by 
the size of the amount which the- individual 
receives, but also by the size of the estate 
itself, and the relationship of the beneficiary 
to the deceased. The table of rates given in 
the resolution gives effect to these factors. 
In determining the rate, we are laying more 
emphasis upon the size of the amount received 
than do the provinces, and I think this is fair 
since it is much the best method of judging 
ability to pay. On the other hand, we are 
proposing a smaller difference between the 
rates of tax applicable to children of the 
deceased and to collateral relatives and to 
friends than many of the provinces have. 
This is done because our rates will be in addi- 
tion to theirs and I believe the combination 
will produce a reasonable total variation. 
Again, the provinces have, not unnaturally, 
tended to approach closer to a reasonable 
total rate om the large estates than on the 
small and, consequently, they have left 
relatively more room for us in the lower 
and middle ranges than at the top. Conse- 
quently, our tax cannot be quite as progres- 
sive on the very large estates as I would 
otherwise suggest. I should add that the 
differences in the rates in various provinces do 
prevent us from going as far in this field as 
we might in some parts of Canada because 
of the results we should produce in other 
parts. 

The general level of the rates I am pro- 
posing is roughly comparable with the level 
of the provincial taxes, but probably some- 
what lighter on the average than the rates in 
most provinces. The combination of these 
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new dominion rates and the provincial rates, 
should result in a total tax of about the same 
general magnitude as the British death duties, 
but with considerable differences in detail due 
to the different and complex natures of the 
taxes. The total Canadian rates would be 
somewhat higher than the British rates on 
others than close relatives, while they will 
tend to be lower where an estate is divided 
among a number of members of the deceased’s 
own family. 


We are proposing a fairly generous exemp- 
tion of $20,000 for property passing to the 
widow of the deceased, so that if she receives 
less than that she will pay no tax, and if she 
receives more than that she pays only on 
the excess over that amount. A_ similar 
exemption of $5,000 is provided for young 
children, or children dependent on the de- 
ceased by reason of physical or mental 
incapacity. These children and the widow 
are also subject to a lower rate of tax than 
other children or grandchildren. In other 
cases, anyone will be subject to tax on the 
whole amount received if it is over $1,000. 
Estates of less than $5,000, and amounts 
received from them, will not be subject to 
tax, in order to cut down somewhat the need 
for investigating and assessing small estates 
on which, in most cases, the tax would be very 
small anyway. 

I might give a few examples to the house 
of the way in which the tax would be cal- 
culated, and the amount it would reach. For 
example, suppose a man left $50,000, one- 
half to his widow, one-quarter to a young 
daughter, and one-quarter to a grown-up son. 
The widow receives $25,000 and is taxed at 
a rate of 1-5 per cent, based on an estate 
of $50,000, plus 2-5 per cent based on the 
amount received, or 4 per cent in all. This 
applies, however, only to the $5,000 which 
she receives in excess of the $20,000 exemp- 
tion, so she would pay $200 tax. Similarly, 
the young daughter would pay a rate of 13 
per cent plus 24 per cent or 3} per cent on 
the $12,500 which she receives, less $5,000 
exemption, or approximately $281 in all. The 
grown-up son would pay a rate of 13 per 
cent plus 2°5 per cent, or 4 per cent in all 
on the total amount he receives, that is, 
$12,500, that is a tax of about $500. To 
take a simpler example, if an estate of 
$100,000 were all left to a grown-up son, 
he would pay on it a rate of 23 per cent 
because of the size of the estate, plus 6 per 
cent because he receives $100,000, or 84 per 
cent in all, $8,500. If it were divided among 
four such sons, however, they would each 
pay a rate of 24 per cent plus only 3 per cent, 
or 53 per cent in all. On the other hand, if 


they were four brothers of the deceased 
the rate would be 4 per cent higher, if four 
friends, another one-half per cent higher. 
The provincial taxes on the brothers or 
friends would, however, be much higher than 
on the sons. 


This new tax will apply to all the property 
of those domiciled in Canada at the time of 
their death, with the exception of real estate 
in other countries. It is a usual international 
practice, I understand, to exempt foreign 
real estate in this way, and permit it to be 
taxed solely in the country where it is situated. 
Our tax will also apply to property in Canada, 
real and personal, of persons dying domiciled 
in other countries. As you will note in section 
2 of the resolution, the tax will apply not 
only to property owned by the deceased at 
the time of his death, but also to certain other 
properties passing at the time of death, or 
transferred by the deceased in contemplation 
of death, or given within three years of his 
death, and various other specified transfers. 
There are, of course, a number of rather 
intricate legal questions involved in this type 
of taxation into which some members of the 
house may later wish to go, but I shall not 
attempt to discuss them at this time. 

We are providing special increased exemp- 
tions for the family of any member of our 
armed forces who dies or is killed in such 
circumstances as would enable his widow or 
dependent children to receive a pension under 
the Pension Act, and in addition the amount 
of tax payable on property passing on his 
death to widows and lineal heirs will be 
reduced by taking only the present value, 
at 3 per cent, of the amount of the tax, assum- 
ing it to be deferred for the normal expecta- 
tion of life for a person of that age. This 
means, in effect, that the tax is reduced in 
accordance with the extent to which the length 
of the man’s life has been cut short. 

This new tax will come into force on the 
date on which it receives assent. It will be 
administered by the Income Tax division of 
the Department of National Revenue. In 
speaking of administration I might say that 
we quite realize that there are bound to be 
difficulties involved in the evaluation of 
properties and interests in estates, and in 
liquidating estates for the payment of taxes. 
We have endeavoured to be fair in drafting 
the law in this regard and I think I may 
assure any who may be concerned over these 
points that every effort will be made to value 
properties fairly and to allow for the difficul- 
ties of liquidation. 

It will be noted that we include in the 
property passing and taxable under this 
proposed measure any gifts made by the 
deceased above a reasonable minimum within 
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three years of his death, though any gift 
tax paid to the treasury on such gifts will be 
credited toward the amount of the succession 
duty payable thereon. In order to cover gifts 
made more than three years before death we 
propose to increase the rates of gift tax in 
accordance with the new schedule set forth 
in the resolution relating to income tax. 
These higher rates will also be more in accord 
with the higher rates of income tax that will 
be payable. In speaking of gifts, I might 
point out that no gifts made prior to the 
date of this budget will be subject to this 
succession duty, though gifts made from now 
onwards may be subject if made within three 
years of death, or made in contemplation of 
death. 

It is extremely difficult to estimate with 
any accuracy at all the probable yield of these 
new succession duties, because there is such 
a scarcity of statistics on the number and 
value of estates passing in Canada each year. 
Basing my opinion upon a comparison with 
provincial rates and a study of the relative 
frequency of estates of different sizes in other 
countries, I would guess that in a full year 
we might expect to get about $20,000,000 out 
of this tax, but we may get substantially 
more than this. However, because of the lag 
that naturally occurs in the assessing and col- 
lection of this tax, we cannot expect much 
revenue from it this fiscal year—perhaps ten 
million dollars. 

Taking together the substantial increases 
in the graduated income tax, and in the 
national defence tax, the more effective sur- 
tax on investment income, the greatly in- 
creased gift tax and, finally, the new suc- 
cession duties, I have presented a far-reaching 
programme of direct, personal taxation. It is 
intended to create an efficient and equitable 
system of raising enormous amounts of money 
by really progressive taxation. It is most 
certainly not a system under which great 
fortunes are going to be accumulated, par- 
ticularly when we remember as well the taxes 
on corporations. 

Non-Resident Income Taxes 

This concludes the outline of the changes 
in direct taxes affecting individuals in Canada. 
However, in view of the very drastic increases 
in taxes upon Canadian residents since the 
outbreak of the war we think it reasonable 
to increase the tax on non-residents under 
the Income War Tax Act from 5 per cent to 
15 per cent. This rate, it will be noticed, is 
still lower than the effective rate of 164 per 
cent payable under the United States laws on 
income going abroad to foreign countries in 
general, and very much lower than the cor- 
responding rate applied by the United King- 
dom. The raising of this rate will mean that 


the United States will be released from the 
requirements of the reciprocal tax convention 
of December, 1936. In addition to the change 
in rate it is also proposed to eliminate the 
restriction which limits the tax in the case 
of interest to payments made solely in Cana- 
dian funds. In future the tax will be payable 
on all interest other than interest on bonds 
of or guaranteed by the Dominion of Canada 
irrespective of the currency of payment. 

It is estimated that the increase in the rate 
of this tax, together with the removal of the 
restriction referred to, will result in a net 
increase in revenue of $28,000,000 per annum. 


Exeess Profits Tax 


Before the house rose for the Easter recess 
I read a statement respecting a number of 
amendments which it is proposed to make to 
the Excess Profits Tax Act. In doing so, I 
emphasized that the changes are in the nature 
of improvements in the structure of the legis- 
lation for the purpose of removing inequities 
and anomalies and to simplify and expedite 
administration. The changes proposed are not 
intended and will not result in any general 
relief from the weight of the excess profits 
tax. In fact, as I have already intimated, it 
is proposed to increase the minimum rate of 
tax under this act from 12 per cent to 22 per 
cent. This, taken with the 18 per cent levied 
under the Income War Tax Act will mean a 
tax of at least 40 per cent upon the incomes 
of all corporations. 

I will not burden the house by repeating 
the detailed changes which are proposed and 
which I announced before Easter, but there are 
several additional points to be mentioned. 
The first of these relates to the lumber 
industry. Since the war the lumber industry 
has been requested to increase production 
both to meet the additional domestic and 
overseas demand, and also in order that our 
exports to the United States may be 
increased with a resulting increase in our 
receipts of foreign exchange. The industry 
is complying with the government’s request 
to increase production. In doing so valu- 
able timber limits are being depleted at 
a faster rate than would normally occur. 
These limits cannot be replaced at anything 
like their original cost and this is the cause 
of serious concern to the operators. Because 
of the expansion of their operations above 
pre-war levels, their profits have increased 
and they are subject to tax at the rate of 
75 per cent, plus the taxes levied by the 
provinces. The margin of profit remaining 
is very small in relation to the value of the 
limits which are being exhausted at a rapid 
rate and which cannot be replaced except at 
much higher cost. We are satisfied that the 
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lumber industry is entitled to some relief 
for these reasons, but it has been difficult to 
decide how this should be provided. After 
the most careful study, we have come to the 
conclusion that the best way of dealing with 
the problem, and the most logical, is to 
permit an additional allowance for depletion 
on that portion of their production which is in 
excess of the level prevailing during the 
standard period. The allowances will be 
determined by the Minister of National 
Revenue in accordance with the principle 
which I have just enunciated. 

An amendment will be introduced to exempt 
from excess profits tax companies whose sole 
purpose is that of holding investments in 
securities. It is difficult to defend a high 
additional tax in this case where a group of 
persons hold their investments in collective 
form rather than separately, which they might 
well do, and avoid the tax. To eliminate this 
admittedly harsh treatment it was decided 
to follow the practice of the United States 
and exclude investment trusts from the tax 
entirely. 

In two cases the amendments to be intro- 
duced will differ slightly from those indicated 
before Easter. The amendment relating to 
the selection of three years out of four as a 
standard period if the profits of the fourth are 
less than half the average of the other three 
will be reworded to provide that this rule 
shall apply after adjusting profits for capital 
additions or withdrawals. 

Another change relates to inventory reserves 
and provides that the taxpayer must add any 
unutilized portion of such reserve existing at 
the beginning of the second year following 
the year of termination of the act to the 
profits of the last year of the application of 
the act to the taxpayer. 


Indirect Taxes 


I turn now to indirect taxes. The emphasis 
in the measures proposed has been on direct 
taxation, and despite the ease with which 
many indirect taxes are collected they are not 
to be increased without careful discrimination. 
It has already been announced that the tax 
on sugar is to be increased from 1 cent to 
2 cents per pound. This is a tax which is 
highly productive. To a considerable degree, 
it is paid by purchasers of candy, confection- 
ery, and soft drinks, but it also affects the 
family living expenses of everyone. It is 
the only tax of that character which I have 
to propose. 

An increase in the sales tax has, I think, 
been fairly generally expected. At least, there 
are evidences of a good deal of buying in 
anticipation of such an increase. This tax, 
while comparatively easy of administration 
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and collection and extremely productive, has 
marked defects as a fiscal instrument. After 
extended consideration, we decided on balance 
against any increase. In coming to this de- 
cision, we were not forgetful of the problems 
of agriculture, which would have been inten- 
sified had the sales tax been raised. 

The other indirect taxes proposed are taxes 
on expenditures but on expenditures which 
are, to a considerable degree, overt evidence 
of the existence of surplus income. At other 
times, taxes on expenditures are undesirable 
deterrents to the expansion of employment. 
In the circumstances of to-day, this defect 
becomes a virtue. We need revenue. We 
need to hold down the consumption of non- 
essential goods and services. 


I have already intimated that it is proposed 
to impose a dominion tax of 3 cents a gallon 
on gasoline. Imports of crude oil make a 
heavy drain on our supplies of foreign ex- 
change. The consumption of gasoline has been 
increasing rapidly. Its purchase is a channel 
into which increased personal expenditures 
are flowing. The imposition of a much higher 
tax than 3 cents coupled with a system of 
refunds tc tourists, farmers, fishermen and 
others was considered. It has been decided, 
however, to recommend a smaller tax and 
make no provision for refunds. In support 
of this decision, I would remind the house of 
three considerations. Provincial gasoline 
taxes are closely linked to highway expen- 
ditures and rebates are properly given for 
gasoline used elsewhere than on the _ high- 
ways. The new dominion tax does not provide 
for highway maintenance. The United States 
treasury 1s proposing a federal tax of 25 
cents a gallon on gasoline. Since our good 
neighbours measure gasoline as we measure 
wine, this is equivalent to our proposed new 
tax of 3 cents. Finally, the tax is a small 
one and does not justify assuming the ad- 
ministrative burden and incurring the risks 
of abuse inseparable from a system of refunds. 
There will be two criticisms of the new tax: 
that it encroaches on a tax source traditionally 
belonging to the provinces, and that it will 
endanger the tourist trade. In respect of the 
provinces, it has been clear for a long time 
that the dominion could not ignore the grow- 
ing demands for foreign exchange which the 
expanding consumption of gasoline entails; 
we are undertaking to protect the provincial 
gasoline revenues at last year’s highly satis- 
factory level. In respect of the tourist trade, 
the new tax is no higher than the proposed 
rate of the United States federal tax. The 
amount is an insignificant addition to the 
expenses of any tourist. It will not be a 
deterrent to visitors from the United States 
if those Canadians, who may reasonably dis- 
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like this tax because it affects their pleasure 
or business, will refrain from the unfair and, 
I may add, unpatriotic use of the tourist argu- 
ment against it. It is expected that the tax 
will yield $25,000,000 in the full year and 
$23,000,000 in the current fiscal year. 
Related to the gasoline tax is an increased 
rate on automobiles. The Motor Vehicles 
Controller has imposed on Canadian pro- 
ducers a limited production quota for pas- 
senger cars from April 1 last. Imports 
of complete automobiles are on a 20 per cent 
quota. Under these circumstances, since cars 
available for sale are to be limited, it is 
proposed to increase the basic excise rate on 


passenger automobiles from 20 per cent to 
25 per cent. The higher rates on values in 


excess of $900, already 40 and 80 per cent, are 
not to be changed. There is at present an 
excise tax on motor buses of 5 per cent and 
a maximum limit of $250 on the tax. At this 
time when we are having to grant permits 
for the importation of a great many buses, it 
is considered that, though it is not recom- 
mended that the rate be changed, the limit 
on the tax should be removed. The antici- 
pated revenue from these changes is $3,000,000 
in a full year and $2,700,000 in the current 
fiscal year. 

I shall recommend also an excise tax of 
10 per cent on railway, steamship, motor bus, 
and airplane fares. Travel between points 
for which the single fare is less than 50 cents 
will be exempt. Otherwise all fares collected 
in Canada will be subject to tax except that 
fares on passenger vessels will be taxable only 
between Canadian ports. I notice that the 
United States treasury is also recommending 
a tax on travel and we need anticipate no 
effect on our tourist trade. This tax is likely 
to produce about $6,500,000 in the full year 
and about $6,000,000 in 1941-42. 

Very large expenditures are made each year 
by the Canadian people on moving picture 
entertainment. I note that the Dominion 
Bureau of Statistics reports paid admissions 
of over $34,000,000 in 1939. Currently, they 
are very much higher and the increase extends 
to every part of the country. It is proposed 
to Impose an excise tax on the receipts of 
motion picture houses of 20 per cent. I expect 
to derive at least $8,000,000 from this tax in 
the full year and about $7,300,000 in the 
present fiscal year. There are many other 
amusements on which expenditures might 
legitimately be taxed but unfortunately the 
problems of administering a comprehensive 
amusement tax are very great. I shall recom- 
mend, however, a 5 per cent tax on the 
amounts wagered at horse-racing meets and 
anticipate that it will produce $1,000,000 in 
revenue, virtually all of which will be col- 
lected in this fiscal year. 


The excise taxes on alcoholic drinks were 
raised substantially in September, 1939. 
Increases in these taxes may have serious 
effects on provincial revenues and render the 
problems of controlling illicit manufacture 
and sale extremely difficult. Viewing sales 
from the standpoint of revenue and relying 
upon the provinces to apply such regulations 
to the trade as are proper, I note that sales of 
spirits have not increased during the past 
year, the sales of wine have remained fairly 
stable despite the gradual disappearance of 
stocks of European wines, and beer sales 
have increased sharply. I, therefore, propose 
that the tax on malt be increased by 20 per 
cent from 10 cents a pound to 12 cents and 
that related taxes on beer and malt syrups be 
increased correspondingly. In respect of 
wines, the proposal is that the tax be 
increased from 15 to 40 cents per gallon and 
that on sparkling wines from $1.50 to $2.00. 
These increases should produce, in the full 
year, $3,500,000 on beer and $1,000,000 on 
wine or about $38,200,000 and $900,000 respec- 
tively in the current fiscal year. 


Turning to another type of fae gate’ it is 
recommended that the excise tax on carbonic 
acid gas, the essential component of what 
are popularly known as “soft drinks,” be 
increased. It has required some experience to 
learn the proportion which the present tax 
of 5 cents a pound bears to the sale price of 
the product. It is now proposed to increase 
the tax drastically, raising it from 5 cents to 
25 cents a pound. At this rate, the tax will 
still not exceed the proposed United States 
tax of one cent a bottle and should produce 
an additional $2,000,000 of revenue, of which 
probably $1,900,000 will be collected in this 
fiscal year. 


In addition to the above, there are a num- 
ber of other proposals. The excise tax on 
playing cards is to be raised from 10 to 15 
cents a pack. That on cosmetics and toilet 
preparations it is proposed to increase from 
10 per cent to 25 per cent. It is recommended 
that the tax on long-distance telephone 
messages be increased from 6 to 10 per cent. 
To offset the match tax there is at present 
a tax of 20 per cent on lighters or 10 per 
cent if the lighter is a part of some other 
article. Since the excise tax on a wide range 
of mechanical, metal products for household 
and personal use is 25 per cent, it is proposed 
to apply the same rate to lighters whether 
combined with other articles or not. For 
the purpose of protecting the revenue, it is 
recommended that the excise on cigarette 
tubes be raised from 5 to 10 cents a hundred. 
It appears that the tube in contrast to the 
paper gives rise to some illicit commercial 
manufacture. It is estimated that these 
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changes will produce in the full year 
$3,310,000, of which $3,105,000 will be collected 
in 1941-42. 

There is one more change in the indirect 
taxes. Having refrained during nearly two 
years of war from suggesting any discourage- 
ment to building, it has now been decided to 
recommend the removal of building materials 
from the list of exemptions under the sales 
tax. In the meantime, the provision for 
home improvement loans has been exhausted, 
the application of the National Housing Act 
has been narrowed, and the Wartime Hous- 
ing Corporation has been set up to provide 
for the more urgent housing needs. At a 
time when we have many extraordinary needs 
for building construction, it is desirable to 
reserve, where possible, building operations 
for the post-war period. The withdrawals 
of this exemption, which I consider to be 
temporary, should provide $15,000,000 in 
revenue, of which perhaps $13,500,000 will be 
collected in this fiscal year. 

I have already mentioned the increase in 
the tax on sugar from 1 cent to 2 cents a 
pound. A corresponding increase from 4 cent 
to 1 cent is recommended for glucose and 
grape sugar retroactive to the date when the 
sugar administrator increased the price of 
cane sugar. It is also recommended that the 
new rate of 2 cents a pound apply to corn 
syrup in tins of 10 pounds or less. To some 
slight degree, molasses is competitive with 
corn syrup, but in view of the extensive use 
of molasses in live stock feeds the tax is not 
extended to molasses. 

These indirect taxes are not such as I 
should be comfortable in recommending in 
normal times but when the need for revenue 
is great and when the need for concentrating 
our energies on the successful prosecution of 
the war is so vitally necessary, we must have 
recourse to taxes which if not good taxes are 
better than others which we have rejected. 
Each of us will be affected by one or more 
of these taxes, but no one need pay all of 
them. If people choose to avoid some of these 
taxes by saving rather than spending, I shall 
be satisfied. 


War Exchange Conservation Act 


There are some changes to be recommended 
in the War Exchange Conservation Act which 
I shall enumerate. It is proposed to add 
black tea to part I of schedule I under which 
the house will recall, permits are refused. 
Adequate supplies of black tea can be obtained 
for sterling payment. Two other items, games 
and puzzles, and woven fabrics of cut pile 
are added to clear up anomalies. A more 
important change is recommended in the 
addition of vegetable oils to part II of 
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schedule I. It is the intention to issue permits 
for the importation of vegetable oils, en- 
deavouring to obtain as much as possible of 
them for sterling or Canadian dollars. The 
Department of National Revenue will be 
assisted in administering permits by the oils 
administrator under the Wartime Prices and 
Trade Board. 


No goods are removed from the prohibited 
classification by the resolutions about to be 
tabled, although for technical reasons four 
items are being struck out of both part I of 
schedule I and out of the Customs Tariff. 


Very substantial changes are recommended 
in respect of schedule II of the act, the 
schedule extending war-time treatment to 
imports from the United Kingdom. Though 
a large number of items are affected, I can 
explain briefly what is recommended. For 
the cotton and artificial silk items, now free 
under the act, no change: is recommended. 
Certain items, on which the United Kingdom 
has asked for concessions, viz., cellophane, 
bathroom fixtures and earthenware, glass manu- 
factures n.o.p., nickel-plated ware, and needles 
are to be made free, it is recommended under 
schedule JI. It is further recommended that 
the British preferential rates be subject to a 
discount of 25 per cent in the case of woollen 
and worsted yarns, warps, fabrics, and clothing, 
and boots and shoes, that duties on fabrics 
and articles of linen, jute, hemp, and mixed 
fibres, oilcloth and linoleum, carpets, rugs, 
and carpeting, and all items (not already free) 
in’ groups 1, Vye Vin Vil. VI. Roo and.) XT 
of the Customs Tariff (with the exception 
already mentioned of boots and shoes) be 
made subject to a discount of 50 per cent. 
No modification of the rates on liquors, sugar, 
tobacco, and silks is suggested. The result 
will be that, aside from the revenue items 
just mentioned, all imports from the United 
Kingdom will be free or subject to British 
preferential duties reduced by 50 or 25 per 
cent. The discounts proposed are to be in 
lieu of and not additional to the 10 per cent 
reduction now applicable for direct shipment. 
In the case of woollens the 25 per cent reduc- 
tion will apply to the British preferential ad 
valorem and specific rates of duty but the 
operation of the limitation of the duty of 50 
cents per pound as a maximum will remain 
unaffected. 


These sweeping reductions are made to 
facilitate movement of goods from the United 
Kingdom. It is not expected that imports 
from the United Kingdom will increase sig- 
nificantly. The difficulties of shipping are well 
known, Labour in the United Kingdom is 
being withdrawn even from export trades to 
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war industries and in many cases materials 
are lacking. We are suggesting sweeping 
reductions for the express purpose of facilita- 
ting the importation of whatever goods under 
changing circumstances the United Kingdom 
wishes to export to us. It may be that she 
will find it desirable to curtail her exports to 
us. In such case, we shall do without them. 
We desire to leave the greatest possible scope 
for selling to us whatever goods she wishes to 
sell. 


Tariff Proposals 


The changes proposed in the Customs Tariff 
are of a minor character. The resolutions 
about to be tabled affect twenty-two items 
but a very small volume of trade. Seven new 
items will effect a reduction in the British 
preferential and intermediate tariffs on film 
wrapping paper, inedible gelatine, kyanite, 
strings for musical instruments, nickel rods 
for spark plug electrodes, oven thermostats 
and automatic oven lighters for gas stoves, 
and wire drawing dies in the rough. 

Seven additions to existing items provide 
for reduced rates on carbon bisulphide mix- 
tures for fumigating grain, machines and 
complete parts thereof for making boxes for 
fruits and vegetables, machinery and apparatus, 
of a class or kind not made in Canada, for 


maintenance and testing purposes in connec- 
tion with gas and oil wells, infant identification 
beads, juvenile construction sets of rubber, 
cashew nut shell oil and spoon blanks. 

For three items, covering essential oils, cut 
pile fabrics, and collodion, new wording is 
suggested to simplify administration. 

For two items, covering ovens for com- 
mercial bakeries and veneer-making machinery, 
amendments are proposed to include in the 
items “complete parts”. 

In respect of two items relating to crayons, 
changes are proposed to carry out the intention 
of the United States trade agreement concern- 
ing the rate on chalk crayons. 

Finally, in respect of tire fabric of rayon, 
the continuance of a special but higher rate 
is recommended. 

Summarizing the revenue results of this 
lengthy recital of new and increased taxes, we 
expect to derive from them during a full 
year approximately $300,000,000 of additional 
revenue after making allowance for payments 
to the provinces under the agreement which 
I have proposed. During the balance of the 
current fiscal year we hope to collect nearly 
$250,000,000. The estimated yields of the 
various tax changes are recapitulated in a 
table which, with the consent of the house, I 
shall now place on Hansard: 


Yields from Increases in Existing Taxes— 


Graduated personal income tax.................. 
Excess profits tax (increase in minimum rate).... 


Balance of 


imposed on banks, etc., and net reduction in subsidies 


Less payments to provinces after deducting yield from taxes to be 


Net increase..... 
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in date when payment becomes due and from change in instalment 


Day Ment Procedures Ha) ates ooo) eee 


Yields from New Taxes— 


Succession duties 
Gasoline.c....455 


Sal 6: @ yw fee) re) "e a) @ a ei e) sill |e ie Do ela Byisl ere U0!) (9) <¢\ © )4 er le Ww) eel relisiataliny sla s0e ae 


0 [0 [et eke: a Laie ©, 0: Fb Jo le jes teduiie wie im (SROs Ieee) [els 0 (0's (6° mn (els Ve) @ pe Seas a (ple pellet cei .t te 


PASRON Der LOARSPOPLATION.§s psccisc «aug eae Mls «2 Bele ee eins 
IMGIZON DiCGUTO GNLETLAININGNG..7.. 2. ee ack occ. ee et 


Race tracks..... 


Full Year Current Fiseal 

Year 1941-42 

$ re: 

Be A ar eso 75, 000, 000 45,000,000 
FAA AS ee ER ERAS 80,090, 000 40,000,000 
155,000,000 85,000,000 

ee een ere. 65, 000, 000 48,000,000 
90,000,000 37,000, 000 

80,000, 000 55,000,000 

30,000,000 27,500,000 

3,000,000 2,700,000 

4,500,000 4,100,000 

2,000,000 1,900,000 

2,000,000 1,900,000 

15,000,000 13,500,000 

12,000,000 12,000,000 

1,310,000 1,205,000 

whe Ge att Bee Bebe chy EA lian seta a one meet 45,000,000 
20,000,000 10,000,000 

25,000,000 23,000,000 

6,500,000 6,000,000 

8,000,000 7,300,000 

1,000,000 1,000,000 


O18 SO Bie 16) Se wie 1b Bee 06/0) 0i 6) 6, 8 a OL Swe) 16) © (6 (v 0.9: oe) ©) wie ei Kelre ene) Ib) se (6 16) to) 


300,310,000 
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Conclusion 


In appraising the extent to which we are 
applying a pay-as-you-go policy, it is appro- 
priate to consider total governmental reve- 
nues in relation to total governmental 
expenditures. While the assistance which 
we must give to enable Great Britain to 
meet the deficit in her balance of payments 
with Canada must be financed, it is not in 
quite the same category as actual govern- 
mental expenditures. This is particularly true 
of that portion which is used to repatriate 
securities. If our estimates of the yields of 
the new and increased taxes during the bal- 
ance of the current fiscal year are reasonably 
accurate, the dominion’s total revenues dur- 
ing 1941-42 should be _ approximately 
$1,400,000,000. This will leave a budgetary 
deficit of $365,000,000 or $515,000,000 accord- 
ing as the lower or higher of the estimates of 
war expenditure is realized. Under the 
lower estimate we shall have paid 79 per 
cent of our war and non-war budgetary 
expenditures out of revenue, and under 
the higher we shall have paid 73 per cent. 
On this basis I think it will be agreed that 
the dominion is attempting to carry the pay- 
as-you-go policy as far as is reasonably 
practicable. 

The financial policy set forth in this budget 
is not framed lightly nor are the financial 
tasks still to be performed belittled. I offer 
this budget to the house as the sober and 
necessary counterpart of our decision to 
stand side by side with our sister nations 
and allies and with the welcome and powerful 
aid of the United States to uphold the cause 
on which we believe the future of civilized, 
humane, and Christian living to depend. 

We do not face physical destruction nor 
live under the terror that flies by night. How 
small are the changes that have come over 
our day-to-day life. Some of us are being 
forced to live more simply, to plan our 
expenditures more carefully, and to see where 
we can economize for the time being on the 
maintenance of our homes and the physical 
equipment of living. Some of us have larger 
incomes after taxes than before and are 
being asked to postpone the spending of those 
increases until, after the war is over, we can 
obtain what we desire without interfering 
with the war effort and give employment 
which will be needed then as it is not now. 


The business community is experiencing 
great activity and, after taxes, in most cases 
reduced profits. Management is having to 
shift operations to produce new _ products 
and to avoid the use of materials that are 
hard to obtain. Labour has encountered 
longer hours and has, in many cases, changed 


occupations or moved to new areas. The 
finding of jobs has become an easier matter. 
The financial task of the Canadian people 
in this fiscal year is, by any precedent, 
colossal, but it is, in no sense, impracticable. 
It will require strict economy, but not 
deprivation. It will require hard work and 
the foregoing of profits which pass through 
our treasuries into that of the nation, but it 
will not endanger the soundness of our busi- 
ness structure nor the value of our resources. 
It will require intense and patient effort for 
the duration of the war but it will result in 
a secure future. As the Canadian people 
believe that they are engaged in a war to 
defend the highest qualities of our common 
life from destruction, we can accomplish this 
financial task, not with ease, but without 
catastrophe and with triumph too. 


RESOLUTIONS 


Mr. Speaker, I desire to give notice that 
when we are in committee of ways and means 
I shall move the following resolutions: 


INCOME WAR TAX ACT 


Resolved, that it is expedient to introduce 
a measure to amend the Income War Tax Act 
and to provide:— 


1, That the rates of tax applicable to persons 
other than corporations shall be increased to 
the rates of tax set forth in the following 
schedules :— 


A. Rates of tax applicable to persons other 
than corporations and joint stock companies: 

On the first $1,000 of net income or any 
portion thereof in excess of exemptions, 15 per 
centum, or 


$150 upon net income of $1,000 and 20 per 
centum upon the amount by which the income 
exceeds $1,000 and does not exceed $2,000, or 


$350 upon net income of $2,000, and 25 per 
centum upon the amount by which the income 
exceeds $2,000 and does not exceed $3,000, or 


$600 upon net income of $3,000, and 30 per 
centum upon the amount by which the income 
exceeds $3,000 and does not exceed $4,000, or 


$900 upon net income of $4,000, and 33 per 
centum upon the amount by which the income 
exceeds $4,000 and does not exceed $5,000, or 


$1,230 upon net income of $5,000, and 36 per 
centum upon the amount by which the income 
exceeds $5,000 and does not exceed $6,000, or 


$1,590 upon net income of $6,000, and 38 
per centum upon the amount by which the 
income exceeds $6,000 and does not exceed 
$7,000, or 

$1,970 upon net income of $7,000, and 40 
per centum upon the amount by which the 
income exceeds $7,000 and does not exceed 
$8,000, or 

$2,370 upon net income of $8,000 and 42 
per centum upon the amount by which the 
income exceeds $8,000 and does not exceed 
$9,000, or 

$2,790 upon net income of $9,000, and 44 per 
centum upon the amount by which the income 
exceeds $9,000 and does not exceed $10,000, or 


24 


$3,230 upon net income of $10,000, and 47 
per centum upon the amount by which the 
income exceeds $10,000 and does not exceed 
$15,000, or 

$5,580 upon net income of $15,000, and 50 
per centum upon the amount by which the 
Income exceeds $15,000 and does not exceed 
$20,000, or 

$8,080 upon net income of $20,000 and 53 
per centum upon the amount by which the 
income exceeds $20,000 and does not exceed 
$30,000, or 

$13,380 upon net income of $30,000, and 55 
per centum upon the amount by which the 
income exceeds $30,000 and does not exceed 
$40,000, or 

$18,880 upon net income of $40,000 and 57 
per centum upon the amount by which the 
income exceeds $40,000 and does not exceed 
$50,000, or 

$24,580 upon net income of $50,000 and 59 
per centum upon the amount by which the 
income exceeds $50,000 and does not exceed 
$75,000, or 

$39,330 upon net income of $75,000, and 63 
per centum upon the amount by which the 
income exceeds $75,000 and does not exceed 
$100,000, or 

$55,080 upon net income of $100,000, and 
67 per centum upon the amount by which 
the income exceeds $100,000 and does not exceed 
$150,000, or 

$88,580 upon net income of $150,000, and 
70 per centum upon the amount by which the 
income exceeds $150,000 and does mot exceed 
$200,000, or 

$123,580 upon net income of $200,000, and 
75 per centum upon the amount by which the 
income exceeds $200,000 and does mot exceed 
$300,000, or 

$198,580 upon net income of $300,000, and 
80 per centum upon the amount by which the 
income exceeds $300,000 and does not exceed 
$500,000, or 

$358,580 upon net income of $500,000, and 
85 per centum upon the amount by which the 
income exceeds $500,000, 

2. That paragraph AA of the first schedule 
to the act be repealed and in lieu thereof 
there be imposed a tax of 4 per centum on 
the investment income defined to include divi- 
dends, interest, rents, royalties and other like 
income and not to include salary, wages, fees 
or other like income from any office or employ- 
ment of profit or income derived from the 
carrying on of a trade, vocation or calling. 

3. That the schedule of taxes payable under 
section 88 of the act on gifts made after 
April 29, 1941, be repealed and in lieu thereof 
there be substituted the following schedule: 

On gifts up to and including $5,000—7 per 
cent. 

On gifts exceeding— 

$5,000 but not exceeding $10,000—8 per cent. 

$10.000 but not exceeding $20,000—9 per cent. 

$20,000 but not exceeding $30,000—10 per cent. 
$30,000 but not exceeding $40,000—11 per cent. 
$40,000 but not exceeding $50,000—12 per cent. 
$50,000 but not exceeding $75,000—18 per cent. 
$75,000 but not exceeding $100,000—14 per 


cent. 
$100,000 but not exceeding $150,000—15 per 


cent. 
$150,000 but not exceeding $200.000—16 per 


cent. 


$200,000 but not exceeding $250,000—17 per 
0°9550,000 but not exceeding $300,000—18 per 
oF RaUG.000 ‘but’ nut lexdseding 'g400,0002210 per 
--78400,000 but not exceeding $500,000—20 per 
°2400,000 but not exceeding $600,000—21 per 
“$600,000 but not exceeding $700,000—22 per 
°97'00,000 but not exceeding $800,000—23 per 


cent. 
$800,000 but not exceeding $1,000,000—24 per 


cent. 
$1,000,000—25 per cent. 


and that section 88 (8) (e) 
repealed. 


4. That the rates of national defence tax be 
increased from 2 per centum to 5 per centum 
wherever 2 per centum is mentioned and from 
3 per centum to 7 per centum wherever 3 per 
centum is mentioned, and that these rates be 
effective from the first day of July, 1941. 


5. That the amount of $600 mentioned in 
the national defence tax section be raised to 
$660 for the calendar year 1941 and for each 
year thereafter. 

6. That the maximum allowance for a 
dependent under the national defence tax be 
$4 for the calendar year 1940; $14 for the 
calendar year 1941 and $20 foreach year 
thereafter. 


7. That the tax imposed by section 9B(1) 
shall not be exigible if no part of the premium 
is paid to the taxpayer. 


8. That the rate of tax imposed by section 
9B(2) of the act on all non-residents be 
increased from 5 per centum to 15 per centum 
and that the exemption in respect of interest 
payable in a currency other than Canadian be 
repealed. 


9. That the rate of tax applicable to non- 
resident-owned investment corporations be in- 
creased from 9 per centum to 224 per centum. 


10. That the tax of five per centum on non- 
resident persons, other than corporations, in 
respect of the total amount of the royalties, 
rentals or similar payments for the use in 
Canada of patents, real or personal property, 
or for anything used or sold in Canada, be 
increased to 15 per centum. 


11. That the date of filing annual returns of 
income by taxpayers, other than corporations, 
be the 3lst day of March in each year in lieu 
of the 30th April as heretofore. 


12. (a) That the provision granting a deduc- 
tion not exceeding 50 per centum of the net 
taxable income of any taxpayer which has been 
paid to any patriotic organization shall be 
repealed. 


(b) That donations to charitable organiza- 
tions described in the act, up to 10 per centum 
of the net income of any taxpayer other than 
a corporation, be allowed, provided that this 
10 per centum may be increased to 40 per 
centum of the taxpayer’s net income in respect 
of gifts to the Canadian War Services Fund if 
subscribed on or before April 7, 1941, and 
paid on or before December 31, 1941. 


13. That. donations to charitable organizations 
made in 1942 and during any fiscal period 
ending therein or any fiscal period thereafter 
by any corporation be allowed up to five per 
centum of the net income of such corporation, 


of the act be 
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rovided that this five per centum may be 
increased to thirty-five per centum of the 
corporate net income in respect of gifts to the 
Canadian War Services Fund if Asal on 
or before April 7, 1941, am dpaid on or before 
December 31, 1941. 


14. That the exemptions provided in para- 
graphs (c), (e) and (i) of subsection 1 of 
section 5 be allowed only if such dependents 
are maintained in Canada or within the terri- 
tory composing the British Commonwealth of 
Nations or in a country contiguous to Canada; 
and similarly that for the purposes of national 
defence tax a taxpayer’s marital status and any 
credit to which he is entitled for dependents 
be allowed only in respect of dependents 
maintained in Canada or within the territory 
composing the British Commonwealth of Nations 
or in a country contiguous to Canada. 


_15, That any taxpayer, other than a corpora- 
tion, who enters upon a monthly instalment 
basis of tax payment on or before the 30th 
September each year, may pay, without interest, 
in respect of the income of that year, provided 
at least 

one-twelfth of the estimated tax based on the 
income of the prior year is paid in each of the 
months September, October, November and 
December, and 


one-eighth of the unpaid balance of the newly 
estimated tax based on the income of the 
calendar year in respect of which the tax is 
payable is paid in each of the months January 
to August inclusive. 


16. That any corporation which enters wpon 
a monthly instalment basis of tax payment 
before the commencement of the third month 
before the close of the fiscal period may pay, 
without interest, in respect of the income of that 
year, provided that at least 

one-twelfth of the estimated tax based on the 

income of the prior year is paid in each of 

the four months immediately prior to the 
close of the said fiscal period, and 


one-eighth of the unpaid balance of the newly 
estimated tax based on the income of the 
fiscal year in respect of which the tax is 
payable is paid in each of the immediately 
succeeding eight months following the close 
of the fiscal period. 


17. That the resolutions numbered 1, 2, 5, 
9, 11, 12, 14 and 15 shail be applicable to the 
income of the 1941 taxation period and fiscal 
periods ending therein and all subsequent 
periods. 

18. That any enactment founded on resolu- 
tions numbered 3, 7, 8, 10 and 16 shall come 
into force on April 30, 1941. 


EXCESS PROFITS TAX ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Excess Profits Tax Act, 
and to provide: 

1. That the definition of profits in the case of 
a corporation be amended if and to the extent 
that the corporation is subject to the tax on 
excess profits set out in the second part of the 
second schedule so as to exclude from profits 
for such purpose any dividends deemed to have 
been received by it as a result of distribution 
of assets on the winding up or discontinuance 
of business of any other Canadian corporation, 
which distribution is by section 19 of the Income 
War Tax Act deemed to be a dividend and to 
be taxable income of the company receiving the 


said dividend, provided that if the company 
receiving the said dividend is owned to the 
extent of fifty per centum or more of all its 
issued capital stock and bonds and any other 
type of security by or on behalf of twenty-five 
individual stockholders or security holders or 
less or is in fact controlled by such number of 
individual stockholders, this provision shall not 
apply. 

2. That the definition of standard period, and 
also of standard profits, be amended to require 
the taxpayer to apportion to the four calendar 
years, 1936, 1937, 1938 and 1939 the profits of 
their corresponding fiscal periods which do not 
coincide with the calendar year. The apportion- 
ment must be on an equal daily basis 


3. That the definition of standard period, and 
also of standard profits, be amended to allow 
standard profits to be computed from the time 
of actual commencement of business rather 
than from the legal date of commencement of 
business, the date of actual commencement to 
be determined by the minister in his discretion 
in the light of the circumstances of the par- 
ticular taxpayer. 


4. That the definition of standard period be 
amended to give the taxpayer the choice of his 
three best years if the profits of his fourth 
standard year after adjusting for capital addi- 
tions or withdrawals were less than fifty per 
centum of the average of the profits of the 
other standard years. 

In the case of taxpayers who have been in 
business only three out of the four standard 
years and the profits of one of the three years 
after adjusting for capital additions or with- 
drawals were below fifty per centum of the 
average of the other two years the proposed 
amendment will allow them to use the profits 
of the two best years in computing their 
standard. 


5. That the definition of standard profits be 
amended by adding thereto a proviso that in no 
case shall a taxpayer’s standard profits be less 
than five thousand dollars. 


6. That the adjustment to standard profits by 
reference to any increase or decrease in 
depreciation allowances or other charges as 
provided by paragraph (d) of subsection 1 of 
section 4 be repealed. 


7. That the adjustment to standard profits by 
reference to increases or decreases in capital be 
amended to provide for an adjustment at a 
fixed rate of seven and one-half per centum on 
the capital change, with the proviso that if new 
capital to the extent of thirty-three and one- 
third per centum has been added since the 
standard period the taxpayer will have the 
option of being considered a new business. 


8. That the procedure for a depressed busi- 
ness applying to have its standard profits 
determined by the board of referees on a 
capital-standard basis be altered so that the 
taxpayer may file his return and pay his tax on 
the basis of a standard profits computed by 
the taxpayer himself, at a percentage on capital 
which he deems fair and reasonable but being 
not more than ten per centum on “capital 
employed” as defined in the act, with the right 
of the minister to refer any case to the board 
of referees to have the standard profits finally 
determined by that body. 

9. That power be given to the board of 
referees in the case of both new businesses and 
depressed businesses to ascertain a fair and 
reasonable standard profits on some basis other 
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than the capital-standard basis in those cases 
where the capital employed in the business is so 
small when compared with the earning power of 
the business or where other special circum- 
stances of the taxpayer are such that to utilize 
the capital-standard basis would result in an 
unjustifiable hardship or would create extreme 
discrimination or jeopardize the continued 
existence of the business of the taxpayer. 


10. That the inventory-reserve provisions in 
the act be amended: 

(a) to give the taxpayer the right to provide 
against a decline in inventory values having 
regard to a normal quantity of stock in trade 
as indicated by the quantity on hand during 
the standard period; 

(b) to give the taxpayer the right to provide 
against a decline in inventory values either to 
the prices obtaining at the close of his 1939 
period or to the prices obtaining during the 
month of August, 1939; and 

(c) to provide that a taxpayer who has any 
unutilized inventory reserve on hand at the end 
of the year when this act terminates shall have 
only the year following the said year of termi- 
nation in which to utilize such reserve against 
any possible price decline and must add any 
unutilized portion of such reserve existing at 
the beginning of the second year following the 
said year of termination to the profits of the 
1a dee of the application to the taxpayer of 

is act. 


1l. That the exemption from the provisions 
of this act given to taxpayers with profits of 
five thousand dollars or less be amended by a 
proviso to the effect that in the case of tax- 
payers with profits above five thousand dollars 
the tax imposed by the act shall not reduce 
the profits below five thousand dollars. 

12. That the profits of diversified investment 
companies the capital of which is to the extent 
of eighty per centum or more invested in 
stocks, bonds or securities, and the gross income 
of which is to the extent of ninety-five per 
centum or more derived from dividends or 
interest on such investments, shall be exempt 
from taxation under this act provided that not 
more than 5 per cent of the capital of such 
companies is invested in stock, bonds or other 
securities of any one company or debtor, and 
provided further that the shares of such diversi- 
fied investment companies have been offered 
for public subscription or are listed on any 
recognized stock exchange in Canada or else- 
where, and provided further that each year 
the profits of such diversified investment com- 
panies have been distributed to the extent of 
eighty-five per centum or more to its share- 
holders. 

13. That the allowance for excess profits taxes 
and income taxes paid to Great Britain, other 
British dominions or dependencies or to any 
foreign country allowing reciprocal deduction 
with respect to Canadian-paid taxes, be enlarged 
to provide a combined deduction of the British 
or foreign income and excess profits taxes from 
the combined liabilities to Canada for income 
and excess profits taxes. 


14, That the provision for time and manner 
of payment of any tax exigible under the act 
be amended in accordance with the amendment 
proposed for the Income War Tax Act in this 
respect, namely to provide an optional instal- 
ment basis of payment with respect to taxes 
on 1940 income and fiscal periods ending De- 
cember 31, 1940, and also to provide an optional 
instalment basis of payment for taxes on the 
profits of 1941 and future years. 


15. That the definition of capital be amended 
to require the deduction from the original 
asset values of the total amount of deprecia- 
tion which has been taken into account in 
computing net income or loss for income tax 
purposes plus any accumulated depreciation 
reserves as at January, 1917, as recognized by 
the minister for purposes of the Income War 
Tax Act, and further that the definition of 
capital be amended to require the deduction 
of such amount of depletion as the board of 
referees deems fair and reasonable. 


16. That the definition of capital be amended 
to enable the non-interest-bearing advances from 
parent to subsidiary corporations, which 
advances are of a permanent nature and in 
fact represent invested capital actually em- 
ployed rather than borrowed capital, to rank 
as equity capital rather than debts of the 
subsidiary. 

17. That the requirement in the first schedule 
that dividends paid during the taxation year 
shall constitute a deduction from the capital 
employed at the commencement of the period 
to the extent of one-half the dividends, shall 
be amended to make it clear that this applies 
only to cash dividends and not to stock divi- 
dends. 

18. That the rate of tax on profits provided 
by the first part of the second schedule shall 
be increased from twelve per centum to twenty- 
two per centum. 

19. That all proposals above mentioned except 
proposals 12, 14 and 18 shall apply to the 
profits of the year 1940 and the profits of 
fiscal periods and portions thereof ending in 
1940 and to the profits of all years and fiscal 
periods thereafter, and that proposals 12 and 
18 shall apply to the profits of the year 1941 
and of fiscal periods ending in 1941, and to 
the profits of all years and fiscal periods 
thereafter. 


20. That every person liable to tax under 
the Excess Profits Tax Act in respect of the 
1940 taxation period shall have until the 30th 
April, 1941, to estimate and pay their excess 
profits tax for 1940 without interest. There- 
after interest will be paid as in the Income 
War Tax Act provided, as if the fiscal period 
a ral such companies had ended on 3lst Decem- 
er, 1941, 


SPECIAL WAR REVENUE ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Special War Revenue Act 
and to provide: 


1. That the definition of “British company” 
in section thirteen of the said act be amended 
by deleting therefrom the following words “and 
includes any association of persons formed in 
the said Kingdom or in any such dominion or 
possession on the plan known as Lloyds whereby 
each associate underwriter becomes liable for 
a stated, limited or proportionate part of the 
whole amount insured by a policy.” 


2. That subsection one of section sixteen of 
the said act be amended by deleting the words 
“or of any province thereof” where they appear 
in the fourteenth line thereof. 


3. That the tax on long distance telephone 
calls be increased from six per cent of the 
charge made to ten per cent; provided how- 
ever that upon long distance telephone calls 
made from any public pay station there shall 
be paid in lieu of the tax hereinbefore provided 
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for the sum of five cents for each such call for 
- which a charge of more than twenty-five cents 
and not more than fifty cents is made and five 
cents for each additional charge of fifty cents 
or any fraction of fifty cents; and provided 
further that the tax imposed shall in no case 
be greater than fifty cents on any one call. 


4. That part V of the said act be amended 
to provide that every purchaser of a ticket or 
right entitling the purchaser to transportation 
by railway, bus or aircraft to any place in or 
outside of Canada or by vessel between places 
in Canada or from a place in Canada and 
return thereto shall, in addition to the regular 
charge for the ticket or right, pay to the 
person selling such ticket or right, for the 
consolidated revenue fund in addition to the 
price paid therefor, a tax equal to ten per cent 
of the said price, provided that such tax shall 
not apply on the charge for a ticket or right 
of transportation, if the regular one way charge 
for such ticket or right to any place in or 
outside of Canada is fifty cents or léss. 


5. That the excise tax on cigarette paper 
tubes be increased from five cents for each one 
hundred cigarette paper tubes or fraction 
thereof to ten cents. 


6. That there shall be imposed, levied and 
collected an excise tax of three cents per 
imperial gallon on gasoline imported or pro- 
duced or manufactured in Canada; and that 
where the gasoline is imported, such excise tax 
shall be paid by the importer or transferee who 
takes the gasoline out of bond for consumption 
at the time when the gasoline is imported or 
taken out of warehouse for consumption, and 
where the gasoline is manufactured or produced 
and sold in Canada, such excise tax shall be 
paid by the manufacturer or producer at the 
time of delivery of such gasoline to the pur- 
chaser thereof. 


7. That the excise tax on playing cards be 
increased from ten cents per pack to fifteen 
cents per pack. 


8. That the excise taxes on wines of all kinds, 
except sparkling wines, containing not more 
than forty per cent of proof spirit be increased 
from fifteen cents per gallon to forty cents per 
gallon, and that the excise tax on champagne 
and all other sparkling wines be increased from 
one dollar and fifty cents per gallon to two 
dollars per gallon. 


9. That there shall be imposed, levied and 
collected an excise tax of twenty per cent on 
the admission price to a moving picture theatre, 
payable by the moving picture exhibitor. 


10. That there shall be imposed, levied and 
collected an excise tax of five per cent of the 
total amount of bets made through the agency 
of a pari mutuel system on any horse race run 
at a lawful race meeting, such tax to be payable 
by the person conducting the race meeting. 

11. That paragraphs (a) and (b) of section 
one of schedule I to the said act be repealed 
and the following substituted therefor:— 

“1. (a) Automobiles adapted or adaptable 
for passenger use, with seating capacity for 
not more than ten persons, each valued at 
$900 or less—25 per cent. 

Over $900 but not more than $1,200—25 per 
cent on $900 plus 40 per cent on the amount 
in excess of $900. 

Over $1,200—25 per cent on $900 plus 40 per 
cent on $300 plus 80 per cent on the amount 
in excess of $1,200. 

20006—5 


(b) Automobiles adapted or adaptable for 
passenger use with seating capacity for more 
than ten persons—5 per cent” 


and that the first proviso to the said section 
be repealed, which reads as follows:— 
“Provided that the tax collected under 
paragraph (b) above shall in no case exceed 
$250 per automobile;” 


12. That the tax on toilet articles provided 
for in section two of schedule I to the said act 
be increased from ten per cent to twenty-five 
per cent. 

13. That the tax on lighters provided for in 
schedule I to the said act whether or not 
combined with pencils, cigarette or other cases, 
be increased to twenty-five per cent. 

14. That section five of schedule I to the said 
act be amended by striking out the words 

“Cameras, phonographs, radio broadcast re- 
ceiving sets and tubes therefor” and replacing 
them by the following words: 

“Cameras, phonographs, record playing de- 
vices, radio broadcasting receiving sets and 
tubes therefor”. 


15. That paragraph (b) of section six of 
schedule I to the said act be amended by 
inserting after the word “refrigerators” the 
words “including coils, condensing units, 
cabinets, boxes, evaporators and expansion 
valves therefor.” 


16. That paragraph {d) of section six of 
schedule I to the said act be amended by 
inserting after the words “permanent waving 
machines” the words “and spacers or clamps, 
rods and heaters therefor.” 


17. That section two of schedule II to the 
said act be amended by repealing paragraphs 
(a) and (b) thereof and substituting therefor 
the following:— 

“2. Sugar, ete.:— 

_ (a) Materials enumerated in customs tariff 

items 134, 135, 135 (a), 135 (b), 139 (except 

glucose and grape sugar), 140 ier a 

molasses) invert sugar and syrup—two cents 

per pound; 

(b) Glucose and grape sugar (except when 
for use exclusively in the manufacture of 
leather and artificial silk)—one cent per 
pound ;” 

and striking out the proviso thereto reading 
as follows:— 

“Provided that the tax hereby imposed 
under paragraph (a) shall not apply to the 
materials enumerated in customs tariff items 
139 and 140, when sold in packages containing 
not more than ten pounds each.” 


18. That the tax on carbonic acid gas and 
similar preparations used for aerating non- 
alcoholic beverages provided for in section four 
of schedule II to the said act be increased from 
five cents per pound to twenty-five cents per 
pound. 


19. That schedule III to the said act settin 
out the exemptions from sales tax be amende 
by striking out under the heading “Farm and 
Forest” in the seventeenth and eighteenth lines 
the words “Forest products, when produced 
and sold by the individual settler or farmer” 
and replacing them by the following words: 

“Forest products, not to include lumber 
when produced and sold by the individual 
settler or farmer;” 

20. That the said schedule III be further 
amended by deleting therefrom the items under 
the caption “Building materials”. 
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21. That any enactment founded on this 
resolution shall be deemed to have come into 
force on the thirtieth day of April, one thousand 
nine hundred and forty-one and to have applied 
on all goods imported or taken out of ware- 
house for consumption on and after that day 
and to have applied to goods previously im- 
ported for which no entry for consumption 
was made before that day; provided however 
that any enactment increasing the tax on 
glucose and grape sugar in accordance with 
resolution No. 17 shall be deemed to have come 
into force on March 31, 1941. 


THE EXCISE ACT 


Resolved, that it is expedient to introduce a 
measure to amend the schedule to the Excise 
Act, 1934, and to provide: 

1. That sections 3, 4 and 5 of the schedule 
to the said act be repealed and the following 
substituted therefor: 

“3. Beer. 

Upon all beer or malt liquor:— 

(a) brewed in whole or in part from any 
substance other than malt, per gallon—thirty- 
five cents; 

(b) imported into Canada and entered for 
consumption, per gallon—twelve cents. 


4, Malt. 

Upon all malt:— 

(a) manufactured or produced in Canada 
and screened (that is, malt from which the 
coomings have been removed) subject to the 
regulations of the Governor in Council with 
respect to absorption of moisture in ware- 
house, per pound—twelve cents; 

(b) imported into Canada and entered for 
consumption, per pound—twelve cents. 


5. Malt syrup. 

Upon all malt syrup as defined by para- 
graph (c) of section six of the Excise 
Act, 1934:— 

(a) manufactured or produced in Canada, 
per pound—eighteen cents; 

(b) imported into Canada and entered for 
consumption, per pound—thirty cents.” 


2. That any enactment founded on paragraph 
one of this resolution shall come into force on 
the thirtieth day of April, one thousand nine 
hundred and forty-one. 


SUCCESSION DUTIES ACT 


Resolved, that it is expedient to enact a 
Succession Duties Act to provide inter alia: 


1. That succession duties be levied upon or in 
respect of the following, that is to say: 


(a) The succession to property, wherever 
situated, and beneficial interests therein, except 
real property situated outside of Canada, where 
the deceased was at the time of his death 
domiciled in Canada or in one of the provinces 
thereof; 

(b) The succession to property situated in 
Canada, or to beneficial interests therein, 
where the deceased was at the time of his 
death domiciled outside of Canada. 


2. That, in addition to the properties owned 
by the deceased at his death, the succession 
shall be deemed to include, for purposes of 
taxation, the following properties, namely: 


_(a) Property transferred by the deceased in 
Lis lifetime in contemplation of death; 


(b) Property transferred by way of donatio 
mortis causa; } 

(c) Property transferred by gift in the life- 
time of the deceased after April 29, 1941, and 
within three years prior to his death; 

(d) Property transferred by gift in the life- 
time of the deceased where benefits are reserved 
to the deceased during his lifetime; 

(e) Property held jointly by the deceased 
and one or more persons and payable to or 
passing to the survivor or survivors, except that 
part of such property which was contributed 
by the survivor or survivors, provided that 
where the joint tenancy or holding is created by 
a person other than the deceased and the 
survivor or survivors, such property shall be 
deemed to have been contributed to equally by 
the deceased and the survivor or equally by the 
deceased and each of the survivors; 

(f{) Property comprised in a settlement; 

(g) Annuities or other interests purchased or 
provided by the deceased to the extent of the 
beneficial interest arising on his death; 

(h) Money received or receivable under 
policies of insurance effected by the deceased 
or by a personal corporation on his life in 
proportion to the premiums paid by the deceased 
or by such personal corporation; 

(i) Property of which the deceased was at 
the time of his death competent to dispose; 

(j) Property transferred to or settled on any 
person after April 29, 1941, by the deceased 
and within three years before his death, in 
consideration of marriage; 

(k) Property transferred for nominal or 
insufficient consideration to the extent of the 
difference between the consideration and the 
value thereof; 

(1) Estates in dower or by the courtesy. 

8. That the rates of taxation be based upon 
the following factors, namely: 

(a) The “aggregate value” of the succession, 
that is to say, the fair market value of all 
property, wherever situated, owned by the 
deceased at the time of his death together with 
the fair market value of the _ properties 
mentioned in paragraph two of this resolution, 
after funeral expenses and debts are deducted 
therefrom; ; 

(b) The value of the individual property or 
benefit passing to each successor; and 


(c) The relationship, if any, existing between 
the successor and the deceased. 


4. That, for the purposes of taxation, the 
successors or beneficiaries shall be divided into 
four classes, as follows: 


(a) Class A.—The widow of the deceased, 
any child under eighteen years of age at the 
date of the death of the deceased, and any 
child who at that date was dependent upon 
the deceased for support on account of mental 
or physical infirmity; 

(b) Class B—The grandfather, grandmother, 
father, mother, husband, son-in-law, or daughter- 
in-law of the deceased or a child of the 
deceased eighteen years of age and over at the 
date of the death of the deceased, and who, at 
that date, was not dependent upon the deceased 
for support on account of mental or physical 
infirmity; 


(c) Class C—A lineal ancestor of the 
deceased (except the grandfather, grandmother, 
father or mother) a brother or sister of the 
deceased or any descendant of a brother or 
sister, or a brother or sister of the father or 
mother of the deceased or any descendant of 
any such brother or sister; 
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(d) Class D—Any person in any other 
degree of consanguinity to the deceased than as 
previously mentioned, or a stranger in blood 
to the deceased. 


_ 5. That the rates of taxation shall be accord- 
ing to the following scale for the values 
mentioned, the rates for intervening amounts 
to be specified in greater detail in the bill: 


RATES 


oa 


—— 


Aggregate value of 

the succession to 

property passing 
in the case of 


Initial rates 


including 
dependent on 


initial duties aggregate the case of 
dependent on value additional 
such value duties 
$ % $ 
ere See OER aS 1,000 
Dae GUATS SL UOeiN.. 5,000 
Ue Vanes “Sy Be eee 10,000 
25,000 0-5 25,000 
35,000 1 35,000 
50,000 1-5 50,000 
75,000 2 75,000 
100,000 VARS) 100,000 
125,000 3 125,000 
150,000 3°5 150,000 
200,000 4 200,000 
300,000 4-5 300, 000 
400,000 5 400,000 
500, 000 5:+5 500,000 
750, 000 6 750,000 
1,000,000 6-5 1,000,000 
1,500,000 7 1,500,000 
2,000, 600 8 2,000,000 
3,000,000 9 3,000, 000 
5,000,000 10 5,000,000 


6. That the exemptions from duty under the 
said Succession Duties Act shall be as follows:— 


(a) Where the whole property passing does 
not exceed $5,000 no duties shall be payable; 

(b) Property passing to or for the benefit 
of the widow of the deceased to the extent 
of the first $20,000 in value or amount; 


(c) Property passing to or for the benefit 
of the widow to the extent of $5,000 for each 
child of the deceased under 18 years of age 
at the time of the death of the deceased or 
dependent upon him for support at that time, 
if such child does not benefit in respect of 
property passing on the death of the deceased, 
provided that if such child does benefit the 
exemption shall be $5,000 less the amount of 
the benefit; 

(d) Property passing to or for the benefit 
of a child of the deceased under the age of 
eighteen years or dependent upon him for 
support at that time on account of mental 
or physical infirmity to the extent of the 
first $5,000 in value or amount; 


(e) Property passing to or for the benefit 
of the orphan child or children of the deceased 
under eighteen years of age at the time of 
his death or dependent upon him for support 
at that time on account of mental or physical 
infirmity, where such property does not exceed 
$15,000 in value or amount, provided that this 
exemption shall be in addition to those pro- 
vided for in the preceding paragraph (d), and 
provided further that where more than one 
child benefits the exemption herein provided 
for shall be divided among such children in 
proportion to the value of the property or 
benefit passing to each of them; 

20006—54 


Value of indi- 
vidual benefits, 


exemptions in 


Additional rates dependent on value of the 
individual benefits, including exemptions 


Class Class Class Class 
A C D 
% % % % 

EAR EAS ino St 1 2 2-5 
a 2 2°5 2 
2-25 2°5 3 Beh 
2-5 B ach 4 
3 3°5 4 5 
3°5 4 5 6 
4 5 6 7 
5 6 fe 8 
6 7 8 9 
T 8 9 10 
3 9 10 if 
9 10 11 12 

10 11 12 13 
11 1 13 14 
12, 13 14 sigs: 
13 14 15 16 
14 15 16 LF 
15 16 17 vy 
16 a bys 17 We 
17 17 17 17 


({) If the deceased died from wounds in- 
flicted, accident occurring or disease contracted 
on active service with the Canadian naval, 
military or air forces in or beyond Canada, in 
such circumstances that if the deceased left 
a widow she would be entitled to receive a 
pension in respect of his death under the 
Canadian Pension Act; (i) the exemptions 
zranted in the preceding paragraphs (b), (c), 
(d) and (e) shall be increased by 50 per cent; 
(ii) the amount of the tax payable in respect 
of the succession by persons in class A and 
class B shall be reduced to the sum which, if 
accumulated at compound interest at the rate 
of 3 per cent per annum from the date of 
death with half-yearly rests, would at the 
expiration of the period of the normal expecta- 
tion of life of a person of the age of the 
deceased at the time of death (calculated in 
accordance with approved mortality tables) 
amount to the tax which would otherwise be 
payable; 

(g) Property passing to any one person and 
not exceeding $1,000 in value or amount; 

(h) Property passing to or for the benefit of 
any charitable organization in Canada operated 
exclusively as such and not operated for the 
benefit or private gain or profit of any person, 
member or shareholder thereof; 

(i) Property passing to or for the benefit 
of the Dominion of Canada or any province 
or political subdivision thereof; 

(j) Property given by the deceased in his 
lifetime and representing the ordinary or normal 
expenditure of the deceased; 
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(k) Property on which gift tax has been 
paid under the provisions of the Income War 
Tax Act, except to the extent to which the 
duty payable under the act exceeds the gift 
tax so paid. 

7. That there shall be a provision in the 
said Succession Duties Act making the executor 
or administrator liable in his representative 
eapacity for all the duties imposed thereby, and 
making each successor personally liable for the 
duty on the share of the property or benefit 
passing to him, with the proviso that if the 
executor or administrator pays the duty he 
shall have the right to deduct the same from 
the property or benefit passing to the successor. 

8. That any enactment founded on the fore- 
going resolution shall come into force on 
the date when it is assented to and shall apply 
to deaths occurring after that date. 


WAR EXCHANGE CONSERVATION ACT, 1940 


Resolved, that it is expedient to introduce a 
measure to amend the War Hxchange Conserva- 
tion Act, 1940, and to provide: 


1. That section 7 of the said act be repealed 
and the following substituted therefor: 


“7. (1) Goods enumerated in schedule two 
to this act, the growth, produce or manufac- 
ture of the United Kingdom, when imported 
into Canada in a manner and under conditions 
which entitle such goods to entry under the 
British preferential tariff of Canada, shall be 
exempt from the rates of duty set out in 
schedule A to the customs tariff and shall, in 
lieu thereof, be free of duties of customs. 

(2) Goods enumerated. in this subsection 
(other than those enumerated in schedule two 
to this act) the growth, produce or manufac- 
ture of the United Kingdom, when imported 
into Canada in a manner and under conditions 
which entitle such goods to entry under the 
British preferential tariff of Canada, shall be 
accorded discounts on the amount of duties 
or customs computed under the British 
preferential tariff as follows: 

Goods enumerated in items 551, 55la, 552, 
553, 554, 554b, 554d, 554e, 555, 568, 568a (1), 
611 and 6lla of the customs tariff—25 per 
cent. 

Goods enumerated in groups I, V, VI, VII, 
VIII, IX, X, and XI of the customs tariff 
(but not to include goods enumerated in tariff 
items 551, 551a, 552,.553,,554, 554b, 554d, 554e, 
555, 568, 568a(i), 611 and 6lla, and not to 
include fabrics composed wholly or in part of 
silk or goods of any kind in which silk is the 
component material of chief value)—50 per 
cent. 

Provided, that the discounts established by 
this subsection shall be accorded in lieu of, 
not in addition to, any discount to which the 
said goods otherwise might be entitled under 
section 5 of the customs tariff.” 


2. That part one of schedule one to the said 
act be amended by deleting therefrom items 
560d, 560e, 569d and 634 (ii). 


3. That part one of schedule one to the said 
act be further amended by inserting therein 
the following items and enumerations: 

ex 28a, ex 29a—Black tea. 

ex 506, et al—Games and puzzles: mirror 
frames. 

560c—Woven fabrics with cut pile, whether 
or not coated or impregnated, wholly or in 
part of silk or artificial silk, but not contain- 

ing wool, n.o.p. 


Provided, that any enactment founded on 
this resolution shall not apply to goods which 
on or before the twenty-ninth day of April, 
1941, were in Canada or in transit to Canada. 
4. That part two of schedule one to the said 

act be amended by inserting therein the follow- 
ing item: 

ex 711, et al—Vegetable oils provided for 
in items 258, 259a, 259b, 262, 266, 276, 276a, 
Z(OBLE27 7, (21 1a, \ 215, 2798) 2 Oe Oe. 
280, ex 711, 824 and 831 of the customs tariff. 


Provided, that any enactment founded on 
this resolution shall not apply to goods which 
on or before the twenty-ninth day of April, 
1941, were in Canada or in transit to Canada. 


5. That schedule two to the said act be 
amended by deleting therefrom tariff items 
220(a) and (b), 228, ex 284, 288, 429(b) and 
(e), 489, 439a, 445f, 445¢, 445k, 451b, 572 and 
573, and by inserting therein the following 
items and enumerations: 


Item 238e: Regenerated cellulose, and 
cellulose acetate, transparent, in sheets, not 
printed, and manufactures of regenerated 
cellulose or of cellulose acetate, n.o.p—F ree. 


Item 289: Baths, bathtubs, basins, closets, 
closet seats and covers, closet tanks, lava- 
tories, urinals, sinks and laundry tubs of 
earthenware, stone, cement, clay or other 
material, n.o.p.—Free. 


Item 326a: Manufactures of glass, n.o.p.— 
Free. 

Item 362c: Nickel-plated ware, 
electro-plated ware, n.o.p.—F ree. 


Item 45la(ii): Needles, of any material or 
kind, n.o.p.—F ree. 


gilt or 


6. That any enactment founded on _ these 
resolutions shall be deemed to have come into 
force on the thirtieth day of April, 1941, and 
to have applied to goods imported or taken out 
of warehouse for consumption on or after that 
date and to have applied to goods previously 
imported for which no entry for consumption 
was made before the said date. 


CUSTOMS TARIFF 


1. Resolved, that schedule A to the customs 
tariff, being chapter forty-four of the Revised 
Statutes of Canada, 1927, as amended by chapter 
seventeen of the statutes of 1928, chapter 
thirty-nine of the statutes of 1929, chapter 
thirteen of the statutes of 1930 (first session). 
chapter three of the statutes of 1930 (second 
session), chapter thirty of the statutes of 1931, 
chapter forty-one of the statutes of 1932, 
chapters six and thirty-seven of the statutes of 
1932-33, chapters thirty-two and forty-nine of 
the statutes of 1934, chapter twenty-eight of 
the statutes of 1935, chapter thirty-one of the 
statutes of 1936, chapters twenty-five and 
twenty-six of the statutes of 1937, chapter 
forty-one of the statutes of 1939 (first session), 
chapter two of the statutes of 1939 (second 
session) and chapter twenty-nine of the statutes 
of 1940, be further amended by striking thr re- 
out tariff items 219e, 264, subdivision (ii) of 
item 409e, 410d, 427f, subdivision (a) of item 
429, 443a, 476a, 560d, 560e, 569d, subdivision 
(iii) of item 624a, 634(ii), 655a, 761, 824, 825, 
the several enumerations of goods respectively 
and the several rates of duties of customs, i 
any, set opposite each of the said items, and 
by inserting the following items, enumerations 
and rates of duty in said schedule A: 
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APPENDIX 


TO 


THE BUDGET, 1941-42 


Budget Papers presented by the 
Honourable J. L. Ilsley, M.P., for the 
information of Parliament on the occasion of the 
Budget of 1941-42 


A. Review of Government Accounts, 1940-41. 


B. Tables on Economic Conditions, 1940-41. 
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DOMINION OF CANADA 


A. GOVERNMENT ACCOUNTS, 1940-41 


COMPARATIVE SUMMARY STATEMENT OF REVENUES AND EXPENDITURES 


1. As the final figures for the fiscal year 1940-41 are not as yet available, 
all statements dealing with revenues, expenditures, investments and balance 
sheet items are estimated. It is expected that when the books of the year are 
finally closed, any variations from the figures shown herein will be of slight 
importance. 

2. The following tables show, by main categories and in detail, revenues, 
expenditures and the increase in net debt for the fiscal year 1940-41, together 
with comparable figures for the four preceding fiscal years: 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 


(000 omitted) . 
oo oe eeeoO00O0E=0=$=™—0— OO SSSsSsSaSMsS\< 
Estimated 
ten 1936-37 1937-38 1938-39 1939-40 1940-41 
$ $ $ $ $ 
Tax Revenues— 
Customs import duties............... 83, 04 93,456 78,751 104,301 130,800 
Excise duties— 
Spirite Malt 1bC.. ss wae nate oote see 17,681 19,626 18,530 21, 267 34, 650 
Cigars, cigarettes and tobacco...... 28, 707 32,837 33, 220 40,557 55, 080 
ANCOR GOG. eke oh ced is oirectane ans ha alee 39 38 34 35 120 
46, 427 52,501 51,789 61,859 89,850 
DOGS TOLUNG A. cals ceeds Bias oie sate eens 470 464 475 827 1,100 
45,957 52,037 51,314 61,032 88,750 
Excise taxes— 
Salesoie nee ies cate ee eee 116,139 141, 864 125,927 141,121 185,550 
Manufacturers— 
Automobiles, rubber tiresand tubes 1,464 1,453 1,343 1,568 10, 000 
Cigars, cigarette papers and tubes. 1,345 1,428 1,575 2,009 8,500 
Matches and lighters.............. 1,687 1,769 1,819 2 135 2,250 
Sugar Aut wee ae aly ahs ecatooen 10, 583 10,833 11,004 12,302 11,700 
Toilet preparations and soap...... 1,184 1,224 1,249 GAL 1,500 
Electric and gas appliances........ _- — — — 1,850 
Phonographs, radios and tubes.... — — — — 1,500 
Sint eye eaters ok metre 436 477 465 VEY 1,500 
Special excise (importations)........ 15,415 18, 622 15,591 1,979 1,000 
Stamps, transportation, etc......... topot 6, 958 6,525 6,486 6, 500 
Warvexchange?. Srrere Ee. Settee —— _— —_ — 62,000 
155, 780 184, 628 165, 498 169, 703 288,850 
VOSS TEMNCS aoe. so kaw tke ee oe alee 3,307 3,809 3,787 3,675 4,800 
152,473 180,819 161, 711 166, 028 284, 050 
Income tax— 
UNEIVACUaISS Wore tices ace eer ee come 35,442 40,445 46, 937 45,407 75,860 
GOrporatious once whan esac sts mee 58,013 69, 769 85, 186 77,920 1312570 
Dividends, interest, etc............. 8,910 10, 152 9,903 1isi22 13,040 
102,365 120, 366 142,026 134,449 220,470 
National Gdeience, taxss.2.. 00.5. ee — — _— —~ 27,670 
Hixcess protitsitaxd...ena acres see — —_ — oe 24,000 
Banks, Insurance Companies, etc.— 
Wihartercd Dankey. sce sive cae ee 1,210 1,107 1,014 949 930 
Insurance companies..............6- 775 867 891 926 970 
Mistellancouss: cee. nn eects aoc 483 509 587 586 650 
Total Revenue from taxes.......... 3887, 034 449,161 436, 294 468,271 778, 290 
Non-tax Revenues— 
DOSE CUMLCO sgt Htrws Get fae eel oat eile ee 34,275 35,546 35, 288 36, 728 39, 700 
Return on investments.............06. 12,497 14, 463 14,407 14, 617 16, 700 
Bullion and’ comages.</. os s.050 sees: 1,414 1,715 2,052 3,756 6,300 
Service charges, rentals and sundry fees 8,017 7,398 7,305 8,249 9,000 
Proceods from salepens, 2.255 o. 00-0 net 856 910 818 1,023 1,250 
Premium, discount and exchange...... — oT 477 7,939 6,800 
Refunds of expenditure................ 576 643 740 685 750 
Mascellaneousr, oetes swescc cuter ue eee 360 435 636 349 400 
PotalMon-taxirevenue...<. peices decen sac 57,995 61, 137 61, 723 73,346 80, 900 
Total ordinary revenues: ..160s¢cces cess 445,029 510, 298 498,017 541, 617 859, 190 
Special Receipts and Credits— ‘- 
Sundry receipts and credits........... (4) 8,464 3,010 1,256 164 (?) 8,450 


__ (@) Includes $8,000,000 from Canadian Wheat Board taken into the accounts as an offset, in part, to the 
disbursements in 1935-36 re losses on 1930 wheat pool and stabilization operations. 
(?) Includes $5,504,000 representing the capital gain on redemption of an estimated £22,500,000 of 
G.T.R. 4% perpetual debenture stock and taken into the accounts as an offset to a corresponding increase 
in the Canadian National Railways Securities Trust Stock. 


ae 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded 
(000 omitted ) 


——0—ew—=«—=“=$—=$=®=“$@m@$@$@M@M@MS$maSS 


woenoe 1936-37 1937-3 29¢ ¥ Estimated 
5 38 1938-39 1939-40 1940-41 
Other credits— , : : : : 
Refunds on capital account............ 616 1,543 40 21 76 
Credits to non-active accounts........ 45 819 2,858 20, 292 3,855 


Net _ credit resulting _from_ various 
adjustments in Railway accounts 
authorized by Canadian National 


Railways Capital Revision Act, 1937 _ 1,023 — — — 
Total Special Receipts and Credits...... 9,125 6,395 4,154 20,477 12,381 
Grand Total Revenue.......... 454,154 516, 693 502,171 562,094 871,571 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 
DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS 


(000 omitted) 


ac 1936-37 | 1937-38 | 1938-89 | 1939-49 | Estimated 


1940-41 
$ $ $ 
ORDINARY EXPENDITURE ; : 
merely seh a PRE ee Le 8,741 9,017 9,527 11,817 8,886 
Auditor General’s Office................. 423 463 473 459 454 
Civil Service Commission............... 305 358 379 398 398 
External Affairs, including Office of 

Renie Minisuerecs 6.2. C9 ys Pe La 1,341 1,450 1.057 1,220 1,028 
Finance— 

anterest on Public Debt i.}...... 0.4. 137,410 132,118 127,996 1Z0F Sho 139, 239 

Cost of Loan Flotations and Annual 

Amortization of Bond Discounts and 
rekon ch oS i a re oo 3,839 4,555 4,914 4,992 6,376 

Premium, Discount and Exchange (net) 400 — — — — 

Subsidies to Provinces....../......... Meh Ss: LiL effats: 133 tox 13,769 13,769 

Special Grants to Provinces........... 3, 2o0 7,475 7,475 5,475 5,475 

Other Grants and Contributions....... 540 560 643 660 633 

Civil Pensions and Superannuation..... 787 712 638 567 536 

Government contribution to Super- 

manusiian aundsey!. 22300. 2,019 2,065 2,220 2374 2,316 

Old Age Pensions, including pensions to 

blind persons commencing in 1937-38. 21,149 28,653 29,044 29,977 29,924 

General Expenditure... 2.0.6... 60.0404 3,498 3,573 3,689 3,966 5,233 
OL uN TS 4 oS 8 Se ee er 1,691 1,850 2,036 2,320 1a Nel 
Governor General and Lieutenant Gov- 

Beneye.t, eee.s  SE YS ol 224 225 226 227 219 
NG gh le ae ea 172 187 194 195 176 
Ee a ai ce rere See Pat hr is 2,790 2,748 2 729 2126 

Pieniveneraricg’ 6. 8. ee eke 2.372 2,577 2,675 2,941 2,714 
Brrarareveperty, sa Gt ee eb oN 720 706 788 788 835 

Per cechnical Education... ))osecc. 0.6.65 .5 76 49 a7 31 30 
Unemployment Insurance Act, 1940.... — — — _— 125 
Government Annuities— 4 

Payments to maintain reserve...... 541 8,941 —_ 379 500 
Legislation— ; 

Pi OUee OF (POMNIONS £066.88 oes eee 1,760 1,516 1,800 1,286 2,510 

Paprery- or Parliaments :.veee0 2... Se 75 79 72 76 71 

ee Bete b ilewtae sab od 587 536 600 432 869 

PNM eo oe tag mee web ad 73 57 75 68 55 

Dominion Pep chics megs bt th 53 76 50 — — 

uding elec- 

oes: eye sa sn pes Rene gin Oe 72 45 114 458 2,475 
Min ources 

7 ER eagle — | ia] ese} iss} = 7 

Immigration and Colonization......... 1,313 1,163 1,335 1,338 1,303 


(1) Prior to 1937-38 general administration expenses were not segregated from other expenditures of the 
respective services of the departments which were amalgamated to form the Department of Mines and 
Resources. The figures from 1938-39 represent only Departmental Administration, other administration 
costs being included as in other departments, under the respective services. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 
DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS——Continued 
(000 omitted) 


meas 1936-37 1937-38 1938-39 1939-40 | Estimated 


1940-41 
ORDINARY EXPENDITURE $ $ $ $ $ 
Mines and Resources—Concluded 
PRGA A Eade Sse vee tice a'es'e co See 4,904 4,897 5, 305 5, 675 5,313 
Tere We tla e sak ae ceno eee 2,887 — — = fi 
Lands, Parks and Forests............ os 1,910 2,249 2,116 1, 955 
Surveys and Engineering............. — 933 1; 325 1,301 1, 200 
Mines and Geological Survey.......... 1,135 658 1, 340 1, 324 1,197 
Movement of Coal and Subsidies under 
Domestici hue! "Act teas... sane D277 2; 521 1, 921 4,532 4,352 
Munitions and Supply... vo. 44.2255. as0ee — _— —_— — 9 
National Defence— 
PAGEANTS RRAAOR. tcharaferSiensinls tis'auk desis Moe — a (2) 409 (2) 178 (2) 32° 
Militia Serwics fy tes See he ones 11, 346 17, 221 15, 772 5, 997 152 
Naval Services geal ie -cth cs echlte ier 4,763 4,372 6, 590 1, 869 — 
Aa Ga aE Tie tenon stan a laeje' Parsons 5 ee ene 5, 822 10, 018 11, 216 4,852 — 
Sundry Bervicesiee ces oo ose a ee 992 1,149 447 295 39 
National Revenue (including Income 
A WEN, 3 a Th eae LY RR I 11,205 11,870 11,899 12, 064 12, 138 
Pensions and National Health— 
Acapnmastration Yrs i568 es eee —_ — (2) 118 (2) 132 (2) 131 
Treatment and after-care of returned 
BERECRTOT El Shs <6), andar bts Bates aus oe 11, 579 12,109 13, 453 14,771 13, 661 
Pensions, War and Military............ 42,801 42,240 42,181 42,219 41, 568 
Biaattn ny isiOn a4 aunts < Suen sas caren 873 957 1,012 5 Oe 1,185 
PGS OUNCE, Set ood < ehe Sie cis el ek 31, 906 33, 762 35, 456 36, 726 38, 600 
Peay COUNCIS. acs oss ARMs boone Hee 45 48 49 59 54 
BO DuC ATCHIVOES:.... 66% sdaieeeee sc cas nee 160 170 159 150 126 
Public Printing and Stationery.......... 169 161 191 199 281 
eS bas VY Ons FN Be ee aa ene Ce 14, 519 12,382 15, 484 13, 065 11, 600 
Royal Canadian Mounted Police......... 5,901 6, 308 6,145 5, 626 5,476 
Mecreuary ofiptateviv... 0. Wool seas. oe 655 693 730 836 784 
Boldin SettiemMent..... 1: sess vwlew vee weer 806 801 758 624 590 
TTACOanG COMME sii dew-sissia'ew sees deen 5, 523 4,070 4,763 4,999 4,554 
Canada GraimpNnct: os <li ke s+ ele ee 1, 739 1, 675 1, 847 1, 933 1,925 
Mail Subsidies and Steamship Sub- 
SOTIEIONS Wee Ot a aide ntee ae ce a'a see 2,120 2,029 1,993 1,907 1, 100 
Transport— 
MA COUTATIISUT ALON oe oa 4s He ROO y. sos See ~ (2) 417 (2) 371 (2) 358 (2) 368 
ARP OE VACB be iere chk su atthe. oisca'o see — (3) 2,985 (3) 3,457 (3) 3,862 (3) 3,815 
Marine DeERVice «cs leks a4 deceens sce eee 5,614 4,290 4,271 4,215 , 934 
Canadian Radio Commission......... % 878 — — — — 
Canadian Travel Bureau.............. 250 250 249 312 496 
Railways and Canals...) .Wie..... 308 3,769 3,661 4,371 3,763 3,582 
Maritime Freight Rates Act.......... 2,506 3,183 2,583 2,660 3,951 
Railway Grade Crossing Fund........ 54 180 187 255 135 
Total ordinary expenditure...... 387,112 414,892 413,032 398 , 323 393,061 
CAPITAL EXPENDITURE 
CRE A01 7 RO 6 Oo MR edd owe PAR 52 — — — — 
Railways rs a Re oils vos inhos sce 203 71 26 23 if 
iG Werke seine ie es es waco ae 3, 237 4,359 5,398 7,007 3,398 
Total Capital Expenditure....... 3,492 4,430 5,424 7,030 3,405 
War EXPENDITURE 
Wardsee sectiongd6). i... 5.098. 4.. vee a _ _ — 118, 291 791, 862 
SPECIAL EXPENDITURE 
Administration—Relief Acts............ 194 378 260 287 252 
Grants-in-aid to Provinces............... 28,930 19, 493 17, 037 _ _ 
Material Aid to Provinces, including 
municipal improvements projects...... — — —_ 19, 534 14, 757 


(?) Prior to 1937-38 in the case of the Department of Transport and prior to 1938-39 in the case of 
National Defence and Pensions and National Health general administration expenses were not segregated 
from other expenditure of the respective services of the departments. 


(8) Prior to 1937-38 expenditures on civil aviation, now the Air Service Branch of the Department 


ay bie were included under expenditures for the Air Service Branch of the Department of National 
efence. 


_ —— 


eee = 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 
DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS—Continued 

(000 omitted) 

eons oe ee 


1936-37 


Specta Exrenpiturse—Concluded 


Dominion share of joint Dominion-Prov- 

RAAT oc Bert HIE wns ns Slr PS co st, 
oe ee. of Ss) is i a 
Transportation facilities into mining areas 
Railway Maintenance Relief Work....... 


1937-38 


1938-39 


1939-40 


Estimated 
1940-41 


e———— | 
___ooOo | | 


a a 


———— | rr cf ere | SSD 


Western Drought Area Relief— 
VOTE Sie S78 oS a Be By i 
Feed and fodder and freight thereon... 345 
Freight charges on movement of catile. 90 
Expenses of marketing cattle.......... — 
Purchase and distribution of foodstuffs _— 
Prairie Farm Assistance Act, 1939— 
Pommanierarionc.- 8)... ae. _— 
Advances to Prairie Farm Emer- 
RT OE ie hn ain e's vsins vs cles — 


11,925) 
11, 352/ 


337 
972 


Provision for reserve against estimated 
losses on 1938 wheat marketing guaran- 


Provision for reserve to meet deficits re- 
sulting from the operations of the Can- 
adian Wheat Board calculated as at July 
81, 1940, not previously provided for... — 


—————— | | EE 


Total special expenditure....... 78, 004 


— | | | 


GOVERNMENT OWNED ENTERPRISES 


Losses charged to Consolidated Fund— 
Canadian National Railway System, 
BE-DABLOTT TINGH: secs 6 ie none noe a eee 
Eastern ey re le se ry 


BT TIMRS Ap ECwe he Ac — 
National Harbours Board............. 250 
Trans-Canada. Air Lines.... oi. 0006s. «> a 
Central Mortgage Bank............... -— 


48,194 
6, 120 


(1) 388 


— | | | ee 


a acl to consolidated 


| | 
—— | 


Loans and advances non-active— 
Canadian National Steamships...... 
National Harbours Board............. , 419 


—<——— 
| 
——— | 


Total non-active advances....... 665 


eee ———__—_—_——— 
— ee EEE 


Total government-owned enter- 
NEN ios gd ERR ope wicain f 


— 
— 
| | 


OTHER CHARGES 


Write-down of assets chargeable to Con- 

solidated Fund— 
Drought Area Relief Loans, 1934-35— 

Province of Saskatchewan.. _ 
Reduction in soldier and general ‘land 

settlement loans... 628 
Yearly established losses i in “seed. grain 

and relief accounts—Department of 

Mines and Resources.............+-- 44 


(1) Included with Eastern lines in previous years. 


750 


1,023 


1,374 
1,643 


10 


983 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY 
DEPARTMENTS FOR THE LAST FIVE FISCAL YEARS—Concluded 
(000 omitted) 


Estimated 
facet 1936-37 1937-38 1938-39 1939-40 1940-41 


ee ee ee 


OTHER CuAarGes—Concluded 


Write-down of assets chargeable to Con- 
solidated Fund—Concluded 
Canadian National Railways Scecuri- 
ties Trust Stock—Reduction due to 
line abandonments during calendar 
years 1938, 19389 and 1940............ — (2) — 2,113 2,600 2,334 
Canadian National Railways Securi- 
ties Trust Stock—Capital loss (exclu- 
sive of loss applicable to expired 
service life) on sale of 8.8. Prince 
David and Prince Robert.. — —_— _— — 1,475 
Cancellation of Canadian Farm Loan 
Board—Capital Stock.. 20 10 14 11 12 
Province of Manitoba Treasury Bills.. — (4) 805 — — — 
Province of Saskatchewan Treasury 
LUG cc Gate oie teas 0 oe Oe hee — — — (4) 17,682 — 
Non-active Accounts— 
General Land Settlement Loans.. —_ 139 — —_ — 
Active assets transferred to non-active. (3) 18,487 —_ —_ — — 
Fulfilment of guarantees— 
Saskatchewan Seed Grain Loans 1936 
BUCPLOOT es? Ba. ee een en © — aa — 2,638 7,150 
Canadian National Railways Securi- 
ties Trust Stock—Capital gain on 
redemption of £22,500,000 G.T.R. 


4% Perpetual Debenture Stock...... — —_— _ — 5,504 
‘Total other charces::.0.. \taccne 19,179 1,718 3,768 25,958 17,504 
Grand total expenditures........ 532,005 534,408 553,063 680,794 1, 266, 627 


(2) An amount of $711,000 representing line abandonments during the calendar year 1937 was included 
in the adjustments resulting from the Canadian National Railways Capital Revision Act, 1937. 

(3) Dominion contribution to Voluntary Debt Adjustment Program effected in Provinces of Manitoba 
and Saskatchewan respecting Drought Area Relief that was financed by the Dominion up to January 1, 
1935—Manitoba $805,000, Saskatchewan $17,682,000. 

(4) These amounts are offset by a contra account on the revenue side. 


SUMMARY OF REVENUES AND EXPENDITURES 
(000 omitted) 


a 1936-37 1937-38 1938-39 1939-40% | HeiEaies 
$ $ $ $ $ 

Ordinary OxPenabules. 4: pee ae ee 387,112 414,892 413,032 398 , 323 393, 061 
Orndznry Tevenues.: ..... 0608 he le 445,029 510, 298 498,017 541,617 859, 180 
Surplus on ordinary account............. 57,917 95,406 84, 985 143, 294 466, 129 
War and Special expenditures. . 4.2.25... 78, 004 68,535 71,896 207 , 404 834,475 
Less special receipts................. 8,464 3,010 1,256 164 8,450 
(ste latitie te ee daa ae eee 69,540 65, 525 70, 640 207, 240 826,025 
Add—Capital SXPONCIGUTERE. Foe... ck 3,492 4,430 5,424 7,030 3,405 
Government owned Enterprises. . 44,218 44 833 58, 943 42,079 18,182 

bid Other charges.) 08.7) 52. ..} 19,179 LAS 3,768 25,958 17, 504 
' 136, 429 116,506 138,775 282,307 865,116 

hess othenercaits..-.2530 fee hs dcr 661 3,385 2,898 20,313 3,931 
135, 768 SY 1A 135,877 261,994 861,185 

Deduct surplus as above................. 57,917 95,406 84,985 143 , 294 466, 129 


Se 


OM erene comet toe hea, eee 77,851 Lipito 50,892 118,700 395, 056 


REVENUES, 1940-41 


3. When the books are finally closed for the fiscal year, 1940-41, it is esti- 
mated that total revenues will reach an all-time record of $871,571,000, an 
increase over last year of $309,477,000, or approximately 55 per cent. This 
increase represents the additional revenues obtained during the year by reason of: 


(a) Imposition of new taxes. 
(b) Changes in rates and exemptions effected since the outbreak of war. 


(c) Expanding production and national income due to war and the con- 
sequent higher yield from our former tax structure. 


(d) Prepayment of income taxes during January, February and March, 1941, 
not normally payable until April 30, 1941. 


4. For purposes of ready reference, the 5-Year table of revenue is shown on 
page 4 but the form is different from that used in previous years. This table is 
divided to show taxation revenues under appropriate headings with sub-headings 
of Excise Duties, Excise Taxes and Income Taxes. The non-tax revenue 
section is broken down under eight main headings, and the whole table is on a 
comparative basis, one year with another. 


5. Total revenues from taxation for the fiscal year just ended are estimated 
at $778,290,000 compared with $468,271,000 collected during the previous year. 
Revenues from taxation comprise 89 per cent of the total income. An 
examination of the 5-Year table discloses that the greatest gain was made 
in income tax (including National Defence and Excess Profits Taxes) where 
an increase of $137,691,000 is recorded. It is not possible to estimate with any 
degree of accuracy the total amount of prepayments of income tax which 
normally would not have been paid until April 30, 1941, although it is known 
that about 110,000 taxpayers took advantage of the interest-free instalment 
payments. The estimated increase of $137,691,000 is derived from: increases 
in payments due to improvement in the national income; taxation changes 
effected by the emergency budget of September, 1939, and prepayments of the 
interest-free instalments, $86,021,000; National Defence Tax effective for 
6 months only in 1939-40, $27,670,000, and Excess Profits Tax, $24,000,000. 


The excess profits tax includes only the actual amount received to March 31, 
1941, and is substantially less than the estimated revenue for a complete year. 


6. The total revenue from sales tax, less refunds, is estimated at $180,750,000 
compared with $137,446,000 the previous year, an increase of $43,304,000. As 
provided for in the budget of September, 1939, there was removed from the 
schedule of exemptions, electricity and gas used for domestic purposes, salted 
or smoked meats and canned fish. As this change was effective for a part of 
the previous year only, a portion of the above increase is due to such exemptions 
being applied for the full year 1940-41. With the exception of this change in 
taxation, the increase of $43,304,000 is considered as reflecting improvement in 
conditions generally, due principally to expanding activity brought about by 
the war. 


7. Other excise taxes as set out in the 5-year table, but excluding war 
exchange tax are expected to produce $41,300,000, an increase over the previous 
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year of $12,718,000. This increase is accounted for mainly by higher yields of 
the excise taxes on automobiles, rubber tires and tubes and on smokers’ supplies 
and by the new excise taxes on electric and gas appliances, phonographs, radios 
and tubes, etc. 


8. A total revenue of $62,000,000 is expected to be realized from the war 
exchange tax of 10 per cent on the value for duty purposes of all imports from 
non-Empire countries imposed in the June, 1940, budget primarily to conserve 
exchange. 


9. Revenues from Customs import duties for the year just closed are 
estimated at $130,800,000 compared with $104,301,000 received during 1939-40. 
This increase of $26,499,000 is due largely to increased imports arising out of 
the war. 


10. Receipts from excise duties, mainly on liquor and tobacco, are expected 
to total $88,750,000, an increase of $27,718,000 over the previous fiscal year. 
This increase is accounted for mainly by increased duties on liquors and tobacco 
following the budgets of September, 1939, and June, 1940. The gross duty on 
liquor is estimated at $34,650,000, and that on tobacco at $55,080,000. 


11. The total revenue classified as non-tax revenues is estimated at 
$80,900,000 compared with $73,346,000 in the previous year. The largest non- 
tax item is the receipts of the Post Office which it is expected will total 
$39,700,000, an increase of nearly $3,000,000 over the preceding fiscal year. 
The receipts from the Post Office will it is expected exceed the cost of operations 
by $1,100,000. As mentioned in previous budget speeches, the Post Office 
accounts do not include the rental value and other costs of premises occupied, 
and equipment used, nor do they include any credit to the Post Office for services 
rendered to other departments for the free use of the mails. 


12. Special Receipts and other credits are estimated at $12,381,000. Of 
this amount, $5,504,000 represents a capital gain on redemption of an estimated 
£22,500,000 of Grand Trunk Railway 4 per cent perpetual debenture stock, and 
taken into the accounts as an offset to a corresponding increase in the Canadian 
National Railways Securities Trust Stock. $2,334,000 of Canadian National 
Railways Securities Trust Stock was written off because of line abandonments 
during the calendar year 1940 and an additional $1,475,000 to represent the 
capital loss (exclusive of loss applicable to expired service life) on the sale of 
s.s. Prince David and Prince Robert. In addition there was a write-off of 
$46,000 representing the yearly established losses in the seed grain and relief 
accounts of the Department of Mines and Resources. All of these amounts, 
totalling $9,359,000, necessarily appear on the expenditure statement under 
the heading of “ Other Charges”. The balance of $3,022,000 is made up of 
$1,420,000 representing voluntary donations for war purposes; $1,220,000 
representing refunds of previous year’s war expenditures and $382,000 repre- 
senting refunds of previous years’ relief expenditures and sundry credits. 


EXPENDITURES, 1940-41 


13. The comments which follow will deal with expenditures classified by 
the usual main categories: Ordinary Expenditures; War and Special Expendi- 
tures, Operating Deficits of, and Non-active Advances to Government-owned 
Enterprises, Capital Expenditures and Other Charges. All disbursements under 
these categories are included as expenditures in arriving at the over-all deficit 
or increase in net debt. 


ORDINARY EXPENDITURES 
14. It is estimated that ordinary expenditures for the year will total 


$393,061.000. of which interest and other charges on the public debt, pensions, 
post office and subsidies and special grants to provinces, will aggregate 


_C_ C_—— i alte = 
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$274,951,000, or approximately 70 per cent of the total. The remaining 30 per 
cent represents the general administrative expenses of the other services of 
government charged to Ordinary Expenditure. 


The above estimated total of $393,061,000 is less than actual ordinary 
expenditures last year by $5,262,000. The largest decrease is in the Department 
of National Defence, where by reason of the war certain expenditures charged 
to ordinary account last year are this year charged to war expenditures. This 
decrease amounted to $12,968,000. Other decreases are as follows: Agriculture, 
$2,931,000; External Affairs, $192,000; Finance, general, $733,000; Fisheries, 
$609,000; Indian Affairs, $362,000; Lands, Parks and Forests, $161,000; Surveys 
and Engineering, $101,000; Penitentiaries, $227,000; Mines and Geological 
Survey, $127,000; Movement of coal, $180,000; Treatment and after-care of 
returned soldiers, $1,110,000; Pensions, War and Military, $651,000; Public 
Works, $1,465,000; Royal Canadian Mounted Police, $150,000; Trade and 
Commerce, $445,000; Mail Subsidies and Steamship Subventions, $807,000 ; 
Marine Services, $281,000; Railways and Canals, $181,000; Railway Grade 
hy s2M $120,000; and Sundry, $382,000. These decreases aggregate 


The largest increase in ordinary expenditures was in interest and other charges 
on the Public Debt, which amounted to $11,308,000. Other increases are as 
follows: Unemployment Insurance Act, $125,000; Government Annuities, 
$121,000; House of Commons, $1,224,000; Senate, $437,000; Chief Electoral 
Officer, including elections, $2,017,000; Post Office, $1,874,000; Canadian Travel 
Bureau, $184,000; Maritime Freight Rates Act, $1,291,000; and Sundry, 
$340,000. These increases aggregate $18,921,000. 


CAPITAL EXPENDITURES 


15. Total expenditures charged to capital are estimated to total $3,405,000 
compared with $7,030,000 in the previous year. The main items in this category 
are expenditures arising out of dredging the St. Lawrence Ship Channel and the 
construction and improvements of Civil airways and airports. 


War EXPENDITURES 


16. It is estimated that the expenditures resulting from the war which will 
be charged against the fiscal year ended March 31, 1941, will amount to 
$791,862,000. This amount represents the actual expenditures during the fiscal 
year; it does not include commitments entered into but not yet paid for. Such 
commitments include orders for materials and.supplies not delivered at March 31, 
1941, or for which accounts had not been rendered and approved at that date. 
The expenditures for the year include a substantial part but not the whole cost 
of maintaining Canadian troops in the United Kingdom up to March 31, 1941. 
The accounts covering these maintenance costs which have been rendered by the 
United Kingdom Government, have been paid and in addition substantial 
payments have been made on account. But the rendering of detailed accounts 
by the United Kingdom Government has been delayed due to conditions 
presently prevailing there, with the result that some part of the costs of main- 
taining our troops to March 31, 1941, will not be computed or paid until after the 
books are closed for the last fiscal year. Such costs will be charged against 
the fiscal year which began on April Ist last. 


There is included in the total of $791,862,000, expenditures by the Depart- 
ment of Munitions and Supply for the expansion of industry amounting to 
$84,900,000. Some part of this should eventually be recovered, including the 
amount of advances made to contractors for working capital and any salvage 
that is received for the new plants which have been constructed with moneys 
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advanced by the Government. As it is impossible to estimate the amount of 
such eventual recoveries in any accurate way, the full amount of the expendi- 
tures has been charged against the year in which they were incurred. 


In addition to the estimated expenditures of $791,862,000, amounts aggre- 
gating $24,288,000 were paid under authority of the War Appropriation Act, 
1940, and have been carried forward as active assets. These include:— 


Purchases of railway equipment................ $15,738,000 
Working capital—Canadian Government Mer- 

chant VIViariNne eis ee Cee eee ee ae cee 750,000 
Advances to commodity companies—Department 

of Minitions ands Sug ply ater |: ce eet 7,800,000 

$24 288,000 


In addition to the above certain payments have been made under authority of 
Section 3 of the War Appropriation Act, 1940, which are recoverable from the 
United Kingdom and other Allied Governments. The estimated amount of these 
recoverable advances at March 31, 1941, is made up as follows:— 


United Kingdom—Internment operations........ $ 3,000,000 
United Kingdom—Royal Air Force Special 
SCHOO Sa paike a ee cae 5 mee meh eee re eee eae 11,000,000 


United Kingdom—Aircraft and other equipment 
for British Commonwealth Joint Air Train- 


imo Plan Wie tec ree tmnt eater conte 17,500,000 
United Kingdom and Allied Governments— 

Militia and naval recoverables............ 6,940,000 
Total (which is shown as a separate item in the 

Dalanee "aNGeUyy tai ts cece ein come rece pen ee $38,440,000 


In addition there will be recoverable from Australia and New Zealand, 
substantial amounts in connection with the British Commonwealth Joint Air 
Training Plan. 


The total expenditures of $816,150,000, not including the recoverable 
advances referred to above, which have been charged against the War Appro- 
priation Act are analysed by Departments and Services as follows:— 


Agriculture 2% AA 6 Hier a Ue RRC El SOUT: $ 5 , 268 ,000 
Auditor General’s Office— / 

AUGiG ol, War JuxPenolu re 4. tye caaenan ewe nae et wee 60,000 
Chief Electoral Officer— 

Duties imposed by National Registration................... 5 ,000 
Civil Service Commission— 

Additional War Expenses.......... soci CANS OY. bh. ENO aan 120 ,000 
Fexternal Afi airs U2 ie Po CEE GE ene ae 379 ,000 
TRADLCG oa. Week ty.” Seo ab ister cit ts aud ge ieee a ae aan ke Rea, Bea 1,686 ,000 
PIBRGYIES. 68 sec loa ch ial. oe at ET eh yg Mier 174 ,000 
Justice— 

PMBer OOS. CEOs, AD, ee aie ae ore lle $ 25 ,000 

Defence of Canada Regulations............... 19 ,000 


War Measures Act 
47 ,000 


Munitions and Supply— 
aha s UU hc 


National Defence— 


AG eye a kiicg ce sacs ce ne icy at 
Dependents’ Allowance Board................ 
Pee uumrvemoriices.... ee. ides... me A eed lus 
NN a holt cA Ias aay cess 0/4 ess hioaine ceo i4o 4p vcle octon 
IIE Sar. sg S44 ck Send twee 
Radio Services, N.W.T. & Yukon.......:..... 
ieee acsty College... ese i ckae (3. asia 


National Defence—Nawval Services................. 


National Defence—Air Services— 


Pee tert tart OUTS OAT... eine. ic ce oak fate dled 


Paosro.esearehs Counc Joo. 52 025 fi Sods 


National Revenue— 


ereoreina Ol PUBUCHTLIONS iy «is cient k cn sgh ee et 
ronal War Dervices wrso, fi)ic. ba. cee ol cies 
Pensions and National Health ................0... 
ee ECON, MIN eae. ins oo eee Ba ene 


Privy Council— 


Office of the Registrar of Ordersin Council......... 
re el Sa ghig ese nabs wn nt llncig moe noes 


Royal Canadian Mounted Police— 


Land Services, incidental to war...............-- 


Secretary of State— 
TrEeTHIMeWMUIDCEALIODS. ..«.. . «.<-.+. aera od dalernide 
Voluntary Service Registration Bureau........ 
ae TETAS ce ule oo ote s, ae opeke an ay eee. 
Department Generally—War Measures Act..... 
Commission re Revocation of National Cer- 
Se MRRIRRIN da 9 yelled 5 dG: cise’ pial nines) «- sce. a 


Trade and Commerce— 


Canada Shipping Board............-+.-s eee eeees 


OCG Tek. Feed Wes oa bs SR ae ee ei RS 


Total War charged to Expenditure...........--- 


Cee! Pe eR wk! OF Oe S'S RS, hae 4S 0 Oe Oe Pek 6 © 


Pe CS mee © ae ee 


t's & s ee ee & 


$ 2,300,000 
84,900 ,000 


1,351,000 


241 ,000 


404,714,000 


183 ,000 
957 ,000 
141,000 
360,000 


66,000,000 
119,000,000 


o & 4S 78) 6 (eae 


@. 0 Sate. oe 6. he 


oe 6 Oe sos elie 
+ vr eee eo @ 
oes Bee we 


eee ee £ © © © © 


rie vent Yuet ae oe ae eR Se ee 


of 8 © © ee we 


eer eee eo @ 


eo ein) 6 6-8 6) @ 6 


1,702,000 


354 ,000 


$ 87,200,000 


407,947,000 
85,192,000 


185,000,000 


265 ,000 
542,000 


5 ,000 


2,543 ,000 
3,520,000 


258 ,000 


6 ,000 


5,539,000 


2,500,000 


177 ,000 


22,000 


1,351,000 
$791 ,862,000 
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ActivE AssETsS— 
Loans and Investments— 


Purchase of Railway Equipment............ $ 15,738 ,000 
Working Capital-Canadian Government Mer- 
chant: Marinengvee, Oo ocean cians ean ent 750 ,000 


$ 16,488 ,000 


Munitions and Supply-Advances to Commodity 


Companies iis. seats. os Se ee ee Ee ee or eee ke cee 7,800 ,000 
Grand Total charged to War Appro- 
PIiatian Aes.) Eee Cees ee bes Cie a. le eae me $816 , 150 ,000 


SPECIAL EXPENDITURES 


17. Relief expenditures for 1940-41 are estimated to total $32,113,000 com- 
pared with $62,113,000 in the previous year. Payments to Provinces under the 
Material Aid and Municipal Improvements Projects Agreements are estimated 
at $14,757,000 compared with an expenditure the previous year of $19,534,000. 
The Dominion’s share of joint Dominion-Provincial projects, including trans- 
portation facilities into mining areas, and the development of tourist highways, 
decreased from $8,268,000 to $2,371,000. The total cost of Public Works and 
Other Projects including administration for which the Dominion assumed sole 
responsibility, is estimated at $9,835,000 as compared with $25,206,000 during 
the preceding year. 


Expenditure by the Dominion under the Prairie Farm Assistance Act, in 
the form of advances to the Prairie Farm Emergency Fund as provided for in 
the Act, is estimated at $4,800,000 compared with $7,500,000 for the preceding 
year. In addition it is estimated that administration costs will total $350,000. 
In the previous fiscal year these administration costs were charged to ordinary 
expenditures. 


The following table shows a comparison of relief expenditures during each 
of the last two fiscal years:— 


o 


ened 1940-41 
1939-40 (estimated) 
. . $ $ 
Material Aid to Provinces and Dominion’s contribution to Municipal Im- 

PVOVEMENE PLOJOCES fos iaees ss oes aia ee ae ee COU ee Sew eee! Sent re & 19, 534,000 14,757,000 
Dominion’s share of joint Dominion-Provincial Projects............... 8, 268,000 2,371,000 
Dominion Projects— 

Departinentiol Aerieul bane vii. eas ec eS Te ieee Cs oa ei ohne 3, 623,000 3,904,000 

v3 PATORICR ). oie oa cc ca'e fete Sah ne ie Ute Sah Si tadich data tale hte 30,000 50,000 

A Mines'and Resources... :../2she Meee ea oR oe eee 2,751,000 660, 000 

4 National Defence. Us Fie. en eee ee Oe ee eee oe 37,000 48,000 

id Public Works. A 27 ee eee ee cee ae 13,340, 000 3,675,000 

ne Trade and Commer <u gute co eee ae 27,000 76,000 

a fa ee 1-108) 5 (RE OR ape ie Ceres ie Meanie Wel yh UN Ie 4,298,000 264,000 
ERY EU ODATLIOONES: Gay hf a 54 Sean we holt Nee ad nee Ld ee 00,000 258,000 
Western Drought Area Relief— 

Diveat anc Agmenitural Relic j..4 oss dsccee ha coe eee eee 1,605, 000 —_ 
Prairie Farm Assistance Act— 

Pavminen rate anereenoy Mund oe, cubic ie a te a 7,500,000 4,800,000 

UNEP OCSTLES Rs GA ERE ae aD CERNE tT ANT ENS ST he eA INE SIC _ 350, 000 

62, 113, 000 32,113,000 
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18. The following table shows the Dominion’s relief expenditures of a direct 
nature since the passing of the first Relief Act in 1930: 


(000 omitted) 
Direct i ite : i 
Relict D eee Dominion | Western Write-off took 
pant including | Provincial | Works | Drought OF Relief Total 
Grants- | Works and Pp and Area Provincial Exxpendi- 
antAia Projects rojects Relief Loans Lares 
$ $ $ $ $ $ $ 
re Sept. 22/30 to March 31, 
hyo, « MARES Gt ee ee ener eee A On: 49,643 29,977 TS OSS S..5 Heo ae 8,532 176,007 
Year ended Mar. 31/36......... 26,570 10, 408 ony lo2 PEN) VS 000 Ih cess 306 79,416 
Year ended Mar. 31/37......... 28,931 12,472 27,585 8,751 (3) 18,487 265 96,491 
Year ended Mar. 31/38......... 19,530 10,165 13, 847 SAE DSO yl’. ards bach een 407 68,535 
oe ia ae ee au re i ae 7,472 12,919 DihhG! tc. maneeeee 288 46,895 
ear ende ar oh/a0 ey. ces , 8,268 24,919 4) 9,105 5) 1,374 2 63,487 
Year ended Mar. 31/41 ) \ } 4 , 
KSSHUINBLER Jack ates ccideaes' 14,757 Zoil 9,583 (Sys Ss 1BGi. Piiie. eee 252 32,113 
{bein} Aang | i sak aR 204, 159 100,799 156, 962 75,826 i 19,861 5,337 562,944 


(1) Includes $5,000,000 Province of Saskatchewan Treasury Bills written off and charged to expenditure. 
(?) Represents Province of Saskatchewan Treasury Bills written off and charged to expenditure. 

(?) Written down to non-active assets as of March 31, 1937, and written off during 1939-40. 

(4) Includes Prairie Farm Assistance Act, 1939, $7,500,000. 

(5) Write off of Saskatchewan Treasury Bills re 1934-35 Drought Area Relief. 

(*) Prairie Farm Assistance Act, 1939, $5,150,000. 


In the above table no account is taken of loans to Western Provinces under 
Relief Acts, loans to cover labour cost of special railway works programs and 
losses borne by the Dominion as a result of wheat marketing operations. 


19. The remaining item in this classification is an amount of $10,500,000 
to provide for a reserve to meet the deficits resulting from the operations of the 
Canadian Wheat Board calculated as at July 31, 1940, not previously provided 
for. As was shown in the Public Accounts for the year ended March 31, 1940, 
an advance of $52,000,000 was made by the Dominion to the Canadian Wheat 
Board to meet possible losses of the Board in respect of 1938 Wheat. ‘This 
further amount of $10,500,000, or to be exact $10,499,676.97 to be set up in the 
Dominion’s books as a Reserve represents the exact amount necessary to meet 
the deficit of the Board not previously provided for on the basis of calculations 
made as at July 31, 1940, the close of the crop year. 1939-40. 


GOVERNMENT OWNED ENTERPRISES 


20. The next major classification of expenditures comprises the losses of, 
and non-active advances to Government owned enterprises which are operated 


as separate corporations. 


Canadian National Railways 


21. The operating revenues of the Canadian National Railways for the 
calendar year 1940 totalled $247,527,000, an increase of $43,707,000 or 21-4 
per cent over the calendar year 1939. 


Operating expenses of the Railways amounted to $202,520,000, an increase 
of $19,554,000 or 10-7 per cent over the preceding year. Practically all of this 
increase was in maintenance of way and equipment, and transportation 
expenses, due to the greatly increased volume of traffic. 
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Net revenue available for interest on the Railway’s debt was $33,474,000 
compared with $10,635,000 in 1939. After payment of interest charges of 
$48,701,000 to the public, and interest charges of $1,738,000 due to the Govern- 
ment on temporary loans for capital purposes and refunding, there was a net 
cash deficit of $16,965,000 compared with $40,096,000 in the previous year, a 
decrease of $23,181,000. 


The operating deficit of the Prince Edward Island Car Ferry and Terminals 
during 1940 was $461,000 as compared with $427,000 in 1939. 


Canadian National Steamships 


22. The operations of the Canadian National (West Indies) Steamships 
Limited resulted in a surplus of $666,000 after payment of interest on bonds 
held by the public but before depreciation and interest on advances from the 
Government. The comparable figure for 1939 was $154,000. The operating 
surplus was paid to the Government in payment of interest (Current and 


Arrears). 


National Harbours Board 


23. The operations of the facilities and harbours under the administration 
of the National Harbours Board in 1940 recorded a substantial gain over 1939. 
Operating income for the calendar year after payment of interest to the public 
but before depreciation and interest on Government advances, totalled $4,943,000 
compared with $3,723,000 in the previous year, an increase of 33 per cent. 


Financial assistance provided by the Government to the National Harbours 
Board and charged to Dominion expenditure in the fiscal year ended March 31, 
1941, amounted to $756,000. This amount was made up as follows: $40,000 for 
the operating deficit of the Churchill Harbour; $425,000 for non-active advances 
for the deficit of the Jacques Cartier Bridge at Montreal; $48,000 for retirement 
of debentures of the Saint John Harbour Commission and $243,000 for capital 
expenditures at Halifax, Saint John, Quebec and Churchill. 


The elevators at Port Colborne and Prescott operated at a profit during 
1940 and the Government received $310,000 from these sources which was 
credited to Revenue. 


Summary 


24. The total amount charged to Government expenditures resulting from 
operating deficits and non-active advances to all government-owned enterprises 
totalled $18,182,000 as compared with $42,079,000 in the fiscal year ended 
March 31, 1940. The decrease of $23,897,000 was due almost entirely to the 
reduction of the deficit of the Canadian National Railways. Loans and 
Advances to Government-owned Enterprises which are treated in the Public 
Accounts as Active Assets are referred to in a later section. 


OTHER CHARGES 


25. Other charges, the final main category of expenditures, is estimated at 
$17,504,000. 


The principal items included in this total are $7,150,000 representing the 
fulfilment of guarantees given by the Dominion with respect to bank loans to 
Municipalities in the Province of Saskatchewan pursuant to the Seed Grain 


— 
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Loans Guarantee Act, 1937, and $5,504,000, the amount by which the Canadian 
National Railways Securities Trust Stock has been increased due to capital 
gain on redemption at $4-45 to the pound of an estimated £22,500,000 of Grand 
Trunk Railway 4% Perpetual Debenture Stock. This latter figure is offset 
by a similar amount included as a special credit to Consolidated Fund already 
referred to under Revenues. 


Write-offs from non-active assets include $2,334,000 from the Canadian 
National Railways Securities Trust Stock representing line abandonments 
during the calendar year 1940, and $1,475,000 representing the net capital loss 
on the sale of the steamships Prince David and Prince Robert. In addition 
$46,000 is estimated as the yearly established loss in seed grain and relief 
accounts of the Department of Mines and Resources. The total of these three 
items, namely $3,855,000, is offset by a similar amount of other credits already 
referred to under revenues. 


The annual write-off of Soldier and General Land Settlement Loans is 
estimated at $983,000, and the cancellation of Canadian Farm Loan Board 
Capital Stock at $12,000. These two items are write-offs from active assets 
and the net debt of the Dominion is increased accordingly. 


SUMMARY OF EXPENDITURES 


26. The erand total of the preceding expenditures, i.e., Ordinary, Capital, 
War, Special, Government Owned Enterprises, and Other Charges, is 
$1,266,627,000 for the fiscal year 1940-41. 


27. The following table shows the percentage distribution of revenues and 
expenditures for a number of important items of revenue and expenditure. 
Receipts from various taxes and other revenue sources are shown as percentages 
both of total revenues and of total expenditures. Similarly, several of the main 
items of expenditure or groups of such items are shown as percentages both of 
total expenditures and of total revenues. This table should only be used for 
the purpose of drawing broad conclusions as to the relative burdens imposed on 
the treasury by the several important services or obligations of Government. 


PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 1940-41 
(000 omitted) 


Amount Percentage | Percentage 


Revenues (estimated ) A caeionh pe ttcire 


Ordinary Revenu $ % % 
eee ac utacl, we se UE OE ON ak 272,140 31-23 21-48 
IES A oa WT TPS | a a Ee 130,800 15-01 10-33 
ra et ee i cis sgh hlacestse ecaceimye.n« 88, 750 10-18 7-01 
Pein RP Re Ts ON eh Dg AaB eek ek LN enti) ogi. o's out whlats 180, 750 20-74 14-27 
EN ea ARS RIES A ESS SS On 62,000 7-11 4-89 
Manufacturers’, importation, stamp taxes, etc............6505. 41,300 4-74 3-26 
ON REE REE Te ee 2,550 0-29 0-20 

ree Mevenlc IPOUl LOxGs... So. eid. fees oe ec vas > 778, 290 89-30 61-44 
eS. Perm et Le i eg baw e 00a od hae tele 80, 900 9-28 6-39 
ere ordinary ELeVORUBS, . scien oes oes ns ess 859,190 98-58 67-83 
BOA ete ONG, CTOCILG, opi vc cce cack ens erect esa venaeeanaa 8,450 0-97 9-67 


Other Receipts and Credits— 


funds of ital expenditures and credits on non-active { i 
hea tnt 2h et i a 3,931 | 0-45 | 0-31 


SEE OERE  TRUGTIES, bon «55 Armas ae esd ea pees be 871, 571 100-00 68-81 
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PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES 
1940-41—Concluded 


(000 omitted) 


——— eee 


Percentage | Percentage 


: Amount 
Expenditures F of total to total 
(estimated) Expenditure} Revenue 
- $ % % 
Ordinary Expenditure— 
Interest.on publicidebt: ain Awsetece ces scale eete oka Ee ee 139, 239 10-99 15-97 
Cost of loan flotations and amortization charges............... 6,376 0-50 0-73 
PublicsDebt: Gharges;./cx. . 57.4 hee nes ce 145,615 11-49 16-70 
Subsidies and special grants to Provinces.................eeeceeees 19, 244 1-52 2-21 
Old Age Pensions. cr. 26a a: nse s+ sc cide sa teu peunien ies omen onL: 29,924 2-36 3-43 
Civil pensions and superannuation............cccc ccs e ee sseeneseees 536 0-04 0-06 
Pensions and after-care of soldiers— 
Pensions, war and-military ..¢.. 7 se tee, Gide te dean eee oh 41,568 3:28 4-77 
Treatment and after-care of returned soldiers......... te san, 13,661 1-08 1-57 
POT ae eee Cate ooo oc ARO ee ee TT eT ee tone 55, 229 4-36 6-34 
Ari Cutan cf hoe ois «ake scales t a whee oe nic ocala ae a kel Ee meee oe 8, 886 0-70 1-02 
Fisheries." hale tA ALS SoA os oe ee, Oe eh, Ge ee ve 0-14 0-20 
Legislations o..650.0 is 0% as 4 Rte vteow eho ene ai Ein re le see 5, 980 0-47 0-69 
Mines and Resources..cc ccc ce ee ee te ee 15,492 1-22 1-78 
National Defence........ Fels. S.3 oie Saale ei lease ene Ee ie Ua ee 223 0-02 0-03 
Post-fice oe LS Ve a ee ee eee tes 38, 600 3-05 4-43 
Public Workshss sank eas beet cel leb Glatt al en en en een 11,600 0-92 1-33 
PE ATI SOR bocce. cise acd tAs a lset ot Mere Snelson SUSIE a Ne ne ed eeten tee ere 16, 281 1-28 1-87 
FAVOUR OT ee goie sco iliac nies «cents ino SRO de ocean eee eC eee 43,740 3-45 5-02 
Total Ordinary Expenditures 7). 72.0.5. see. 393,061 31-02 45-11 
Capital Expenditure— 
Railwaye 25 osha ba cae RE OH Oe RE ee ee ee Oe ee if —_ — 
PublieWorks.4 fsaee ae AL Uae we te ee eee ees See ee 3,398 0-27 0-39 
PotalCapital-Lzpenditures....5 sau gene ee 3,405 0-27 0-39 
Wearcexpend 16Ur Oe etiiale duns Mee ee ere Fd Bo eee eo ee Se, 791,862 62-52 90-85 
Special Expenditure— 
Provision for reserve for losses on wheat..............ceeecees 10, 500 0-83 1-20 
Material aid to Provinces, including improvements projects... 14,757 Le Li; 1-69 
DI OUMION DLOIECtS te ce hx «oho oie cnc ee Oe ee RT Re are recat 9,835 0-78 1-13 
Joint Dominion-Provincial Projects.: .coeth 2... «seen eee 2,371 0-19 0-27 
Prairie Farm Assistance: Act) 1930) 775..0. cb eee on 5, 150 0-41 0-59 
Total Special Expenditures, oles .b daub bese « hactestes 42,613 3-38 4-88 
Government Owned Enterprises— 
Losses charged to Consolidated Fund— 
Canadian National, Railway sco as. cena eae a en oleae 17,426 1-38 2-00 
National Harbours Boards. ibs. eee at ere oe e e 40 ~~ — 
Loans and Advances Non-active— 
National Harbours Board ...2. acai em oe ae ee ee 716 0-06 0-08 
Total Government Owned Enterprises................ 18,182 1-44 2-08 
Other Charges— 
Write-down of assets i 0 We et Pain. ce eee Ae ee 4,850 0-38 0-56 
Fulfilment of Guarantees—The Seed Grain Loans Guarantee 
ACETIDOT. 050 ce POL cae ae ct ne 7,150 0-56 0-82 
Canadian National Railways Securities Trust Stock........... 5, 504 0-43 0-63 
Lotal Other Charged, cry... (eee ee eae ee ee 17,504 1-37 2-01 


Grand TotaliExnendituresses soca ee areas ae 1, 266, 627 100-00 145-32 
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OVER-ALL DEFICIT 


28. Total revenues for 1940-41 amounted to $871,571 000, and total 
expenditures to $1,266,627,000, resulting in an over-all deficit of $395, 056,000. 
In the preceding fiscal year, the comparable deficit was $118,700,000. 


LOANS AND INVESTMENTS 
Active ASsETs 


29. In addition to the expenditures for the year, as already outlined, the 
Dominion has made disbursements for the acquisition of investments which are 
considered as active assets in the Public Accounts. These active assets are 
deducted from the total direct debt in arriving at the figure of net debt. During 
the fiscal year 1940-41, the net increase in active loans and investments was 
$387,231,000 as compared with $46,017,000 in 1939-40. Of this increase 
$325,000,000 represents a loan to the Foreign Exchange Control Board. 


LOANS To PROVINCES 


30. Under authority of The Unemployment and Agricultural Assistance 
Act, 1940, loans have been advanced during the present fiscal year totalling 
$1,971,890.96. Loans of $1,700,000 were made to Saskatchewan to enable the 
Province to meet in part its share of relief cost for 1940-41. A loan of 
$271,890.96 was made to British Columbia to cover in part the Province’s share 
of relief costs for its fiscal year 1939-40. 


31. Pursuant to Order in Council, P.C. 4891 of September 17, 1940, passed 
under the authority of the War Measures Act, a loan of $57,600 was made to 
the Province of Saskatchewan to enable the Saskatchewan Power Commission 
to extend its system to a Bombing and Gunnery School at Dafoe, Saskatchewan. 
This loan bears interest at the rate of 34 per cent per annum, payable half- 
yearly, and the principal amount of the loan is to be repaid by thirty equal 
semi-annual instalments beginning May 15, 1941. 


32. During the year repayments of loans advanced under Relief Acts were 
made to the amount of $457,684.03 as follows:— 


Rae Beith sada aeRO sChk oda’ s eS ae GGA $ 355,924 36 
eer OLA TI Tet Oe yet a. as: Pigg a rome piso aires 62,993 77 
aC ernie ork Pere eee eee aes ee 7,500 00 
re COMIN DIG Ge ic ce aes s ee ee ee rae 4 31,265 90 


33. The following tables show the net loans made to each Province under 
the several relief acts during each fiscal year, and a classification of such loans 
on the basis of the general purposes for which the loans were given:— 
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NET LOANS TO PROVINCES UNDER RELIEF ACTS BY FISCAL YEARS 


TOSO AG aia sas Waa etek eos ie 


Less Write-off as provided by 
votes 392 and 393 of further 
supplementary estimates, 
OSG 0 ee ieee Wie isk oe aes 

Less Write-off Saskatchewan 
Treasury Bills re 1934-35 
Drought Area relief assumed 
by Dominion. (Principal $1,- 
250,000; Accrued interest pre- 
vious years $123,979.81)...... 


Manitoba 


1,882,493 


26,022,112 


804,897 


25,217,215 


Saskat- 
chewan 


10, 934, 341 
7,578,556 
5,469, 240 

10, 141,014 

14, 245, 478 
6,058, 879 

11, 604, 787 

13,708, 847 
9,190,681 
1,637,007 


90, 568, 820 


17, 682, 158 


1,373,980 
71, 512, 692 


Alberta 


4,097,740 
1,902,041 
4,050,743 
1,926,476 
13, 104,000 

805, 198 

193, 000 


26,018,000 


26,018,000 


British 
Columbia 


34, 744, 387 


34, 744, 387 


SS 


22,634,017 
15,565,137 ° 
13, 115,027 
22,908,835 
42,304, 149 
15, 462,477 
16,298,611 
14,984,840 
12,566, 028 

1,514, 208 


ee ey 


177, 353, 329 


18, 487,055 


y 


1,373,980 


157,492, 294 


NET LOANS TO PROVINCES UNDER RELIEF ACTS CLASSIFIED AS TO PURPOSE 


Blberte otk gate. Oe alee te oe 2d a en eae 


Loans 


Specifically 


to meet 
Maturing 


Obligations 


and 
Interest 


1,139,455 
3, 934,341 
8,577,000 
9,518,845 


23,469, 641 


Loans 


Specifically 
for Agricul- 
tural Relief, 


Including 


Purchase of 
Seed Grain 


234,819 
15,448,871 
3,141, 550 


18,825, 240 


Loans for 


Provincial 


Purposes 


Generally In- 
cluding Direct 


Relief and 


Public Works 


—— | | SS | SE 


24, 647,838 
71, 185, 618 
14,299,450 
24,925, 542 


135, 058, 448 
Less write-offs as shown in the preceding table; Manitoba $804,897; Saskatchewan $19,056,138 


Total 


26,022, 112 
90, 568,830 
26,018,000 
34, 744, 387 


177 , 353, 329 


19,861,035 


157, 492, 294 


Consolidated Debenture Stock. . 


Canadian National Railways 


34. In addition to paying the cash deficit of the Canadian National Rail- 
ways for the calendar year 1940, the Dominion made advances to the Railway 
in the amount of $105,574,000, classified as follows:— 

Under Canadian National Railways Financing & Guarantee Act, 1940— 


Capital expenditures and retirement of miscellaneous obligations. . 
Purchase of Grand Trunk Railway Company of Canada 4% Perpetual 


Temporary loan on account of interim deficit ‘to “March 31, 1941 , : i fe 


7,573,000 


94,151,000 
3,850,000 


$105,574,000 


Se aa 


Ce a a ers 
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As referred to in last year’s budget the Dominion purchased in the current 
year under the authority of the War Appropriation Act and the War Measures 
Act $8,691,000 of railway equipment which was leased to the Canadian National 
Railways under the terms of a hire-purchase agreement. The total amount of 
equipment purchased in the fiscal years 1939-40 and 1940-41 totalled $14,880,000. 


The Railway Company paid the third instalment of $517,000 under the 


terms of a hire-purchase agreement relating to certain railway equipment pur- 


chased by the Government in 1935-36 and 1936-37 at a cost of $6,723,000 and 
leased to the Railway. 


OtTHER LOANS AND INVESTMENTS 


. 35. During the fiscal year the Government purchased an additional 
$38,000 of the capital stock of the Canadian Farm Loan Board and a further 
$800,000 of the Board’s 34 per cent bonds. Capital stock in the amount of 
$12,000 will, it is estimated be cancelled and written off. As at the close of the 
fiscal year the total of the Government’s investment in the Canadian Farm 
Loan Board is estimated at $37,521,000. 


36. The Canadian Broadcasting Corporation repaid $364,000 on account 
of loans made in the fiscal years 1937-38 and 1939-40. 


37. In the fiscal year ending March 31, 1941, the Provinces of Manitoba, 
British Columbia, Nova Scotia and Prince Edward Island reduced by $1,633,000 
loans granted by the Dominion in the post-war period for house construction. 
Loans for Soldier and General Land Settlement were reduced by payments of 
$1,332,000, and, in addition $983,000 will be written off and charged to Con- 
solidated Fund. 


38. Investments in Sinking Funds amounted to $2,118,000. Stocks of other 
loans, held in the Sinking Fund of the 4 per cent 1940/60 loan amounting to 
$12,943,000 were transferred to a Bond Holding account to be repurchased later 
for the Sinking Funds of other Sterling issues. In addition $11,988,000 4 per 
cent Stock held in the 1940-60 Sinking Fund together with $169,000 of cash was 
used for the redemption of the 1940-60 loan called October 1, 1940. $37,633,000 
of the 34 per cent 1930-50 Stock together with $1,348,000 of cash held in the 
1930-50 Sinking Fund was used for the redemption of the 34 per cent 1930-50 
loan called April 17, 1940. These transactions resulted in a net decrease in the 
Sinking Funds account for the year of $61,963,000. 


39. In the period April 1, 1940, to March 31, 1941, 5,302 loans were approved 
under the National Housing Act in the amount of $16,067,000, bringing the 
total to March 31, 1941, to $68,620,000. During the fiscal year it is estimated 
that the Dominion’s share of loans actually paid out, less repayments by 
borrowers will total $3,827,000. The net amount of loans under the authority 
of the National Housing Act and the Dominion Housing Act, outstanding on 
the books of the Dominion at March 31, 1941, is estimated at $13,632,000. 
Loans under the authority of the National Housing Act are made jointly by 
the Government and approved lending institutions and are secured by first 
mortgage or hypothec, running jointly to the Government and an approved 
lending institution. Loans are normally made not in excess of 80 per cent 
of the cost or appraised value of the completed property, whichever is the 
lesser. However, in the case of owner-occupied houses where the lending 
value does not exceed $2,500, a loan may be made up to 90 per cent of the said 
lending value. Since January 1,1940, new applications for loans are received 
only in respect of the construction of houses containing one self-contained 
dwelling place and where the loan does not exceed $4,000. 


40. Under the Municipal Improvements Assistance Act, 1938, the Govern- 
ment during the fiscal year approved loans in the amount of $2,529,000 to 
municipalities to enable them to finance the construction of municipal self- 
liquidating projects. From the inception of the Act to March 31, 1941, total loans 


22 


approved aggregated $7,801,000. During the fiscal year, the amount actually 
paid out on such loans, less repayments, was $1,719,000. These loans bear interest 
at the rate of 2 per cent per annum and are amortized over a period not longer 
than the estimated useful life of the project. The province in which the muni- 
cipality is located is required to guarantee the payments for interest on and 
amortization of each loan. 

41. There was advanced to the National Harbours Board during the year the 
sum of $264,000 for capital construction purposes at the ports of Montreal and 
Vancouver. In the same period, loans made in previous years were reduced by 
$597,000, leaving a net credit on this account of $333,000. 

42. During the fiscal year the Government made a loan of $750,000 to the 
Canadian Government Merchant Marine, Limited in order to provide the 
Company with working capital for the operation of certain ships seized in prize 
and either requisitioned for use by the Canadian Government or condemned by 
the Court as prize. 

CANADIAN Paciric RatbwAy CoMPANY 


43. Loans to the Canadian Pacific Railway Company made in previous 
years for relief purposes were further reduced by payments aggregating 
$211,000. In addition, the Railway paid the third instalment of $441,000 under 
the terms of a hire-purchase agreement relating to certain equipment purchased 
by the Government in the fiscal years 1935-36 to 1937-38 at a cost of $5,730,000 
and leased to the Railway Company. 


Under the authority of the War Measures Act and the War Appropriation 
Act the Government purchased railway equipment which it leased to the Cana- 
dian Pacific Railway Company under the terms of a hire-purchase agreement. 
During the fiscal year under review the amount actually expended was 
$7,048,000. The total value of the equipment purchased in the fiscal years 
1939-40 and 1940-41 totalled $9,951,000. 


44. The following statement shows the net changes in active investments 
during the last fiscal year together with comparable figures for the four preced- 
ing years: 

LOANS AND INVESTMENTS, ACTIVE 


(000 omitted) 


as 1936-37 | 1937-38 | | 1938-29 | 1939-49 | Pstimated 


1940-41 
$ $ $ $ $ 
Dike Uae UCL RY ogres pa cnet an eee 3, 646 3, 843 4,336 |Cr. 2,798 iCr. 61,963 
Canadian National Railways............ 4,573 |Cr. 27,429 3,841 21,479 105, 574 
Canadian Pacific Railway............... 555, (Cr: 211 |Cr: 211 |Cr. 217i Cr. 211 
Canadian Farm Loan Board............. 10,991 3, 848 2,834 2,288 838 
Dominion and National Housing Acts— 

TiOaus Sy ees dates . OO Pa ae 995 1,678 2,657 4,393 3,827 
Municipal Improvements Assistance Act, 

BO MOONS ee aca ee denote era ade oo — 815 Sela 1,719 
National Harbours Board............... 323 1,890 692 947 |Cr 333 
Province of Saskatchewan—War Meas- 

DOS N CUT Ue one datas aes — ao — _— 58 
Provinces—under relief legislation....... 15, 462 16, 299 14, 985 12,566 1,515 
Provinces—Housing Loans, 1919......... Cry 72.0380 Crs 1542000 r; 105 |Cr. 699 |Cr. 1,633 
Railway Equipment purchased.......... 5,120 89 |Cr. 1,399 8,135 14, 781 
Soldier and general land settlement...... Cr. 489 505 |Cr. 749 |Cr. 1,116 jCr. Lass 
Roumanian Government................ — 359 —_ — — 
Bank of Canada—Capital Stock......... 5,100 —_ 820 —_ _ 
Central Mortgage Bank—Capital Stock.. — — — 250 —_— 
Canadian Broadcasting Corporation..... — 500 |Cr. 50 700 |Cr. 364 
Canadian National (West Indies) Steam- 

SHIpRt tc eet rates A Me aM dog c a bof —~ 450 — a _ 
Canadian Government Merchant Marine. _ a — — 750 
Foreign Exchange Control Board........ — _ oo — 325,000 


NetiAdvanees, / 4). Gh t84%.. 02 44, 238 399 28, 466 49,045 388 , 226 
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LOANS AND INVESTMENTS, ACTIVE—Concluded 
(000 omitted) 
—...1.>——>—————e———————————————— 


— 1936-37 1937- Estimated 
937-38 1938-39 1939-40 194041 


rr rr 


Less write-offs— 
or and general land settlement 
SETS Oe ooo 2 She ea oD’: — 628 —750 _ — — 
Canadian Farm Loan Board—Capital oe sale ~ 
i SO ee Oe er —20 —10 —14 —11 —12 
Loans to Province of Saskatchewan 
Drought Area Relief, 1934-35........ -- _ — —1,374 —_ 
Write-down to non-active assets— 
Manitoba and Saskatchewan treasury 
PO ae CE ae ee —18,487 _ _ = oo 


—_——e——_— | ee eee | | 


Net change in active investments........ 25,103 |Cr. 361 21,001 46,017 387, 231 


LOAN FLOTATIONS 


45. In the fiscal year 1940-41, the Government issued obligations in the 
amount of $1,056,189,171. All these issues were floated in the Canadian market. 
During the same period maturing obligations in the amount of $379,983,273 
were redeemed out of the proceeds of the new issues. The remainder of the 
proceeds, viz., $676,205,898 provided cash for the current purposes of Govern- 
ment including $325,000,000 transferred to the Foreign Exchange Control 
Board to provide for the purchase of gold and foreign exchange from the Bank 
of Canada and others under the terms of the Foreign Exchange Acquisition 
Order, 1940. 


46. The following tables give details of the amounts, terms of the new issues 
and the prices at which they were sold; also bond redemptions during the year. 


LOAN FLOTATIONS, 1940-41 


Price Yield at 
I Maturit Interest Where : Amount 
Date tus “| Tate! Payable To. G aoe Public le cae Issued 
Public hehe Price Vis’ 
% $ $ % % $ 
1940 ; 
May pletcuscs May 1, 1941 1 Canada — 100-00 -~ 1-00 250,000,000 
ed PS) Ly. Mar. 1, 1945 2 Canada _ 99-375 -— 2°13 65,000,000 
cilia d ees eee July 1, 1941 4 5 ee is = 100-00 _ 4-00 33, 293,471 
chool Lands 
Su ies CE Oct. 1, 1952 3 Canada 98-75 98-00 3°125 3-20 324, 945, 700 
ns July 2, 1943 re Canada — | 99-695 & 1-625 | 250,000, 000 
Various........ Various.......| Non-Int. Bear-| Canada 100-00 | 100-00 | Nil Nil *6, 000, 000 
ing. 
Various........ Various....... pie Mekei Canada — — +3-00 73-00 *48, 950,000 
rtificates ‘ : 
OO Oe gees pal Ale Aran War Savings Canada a — Nil Nil * 3,000,000 
Pparans 981,189,171 
Increase in short-term Treasury Bills............ccesccececerceeeseeeeeeeeeeenseeeersesesereenens 75,000, 000 


1,056, 189,171 


O° ee aaa 


* Estimated. : 
+ Yield to investor if held to maturity, seven and one-half years after issue. 
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DOMINION OF CANADA BOND REDEMPTIONS, 1940-41 


Maturity Date Interest Rate athe Amount 
% $ 
ADE T AGED Se iis doe y oc oe ape Bog fies Weed alg 2 ee 33 London... .: 52, 763, 135 
UNG, NIA LOLOL A aRean eesti lc ors ai eee Dot ihe herd oe: 13 Canada... 2 Ue. 80,000, 000 
July AOE Pre BF oi. MER Misty cag 4s Cae (School Lands) 4 Canada, O20. 33, 293,471 
Sot, , 1, L9FOCR bts ORNs. nino See ems Gln os see 44 CANALS. ye aot 75,000,000 
Oct Ti U940F. oc tees «is. Seaham ate ec A Dendonvee.t. ; 93,926, 667 
Es) gatieel KG POR RUE SS oo eo ee RR al Canad ae. tina. 45,000, 000 


$379, 983, 273 


* This issue matures on July 1, 1950, but was called for redemption on April 17, 1940. This is the 
amount outstanding at the beginning of the fiscal year converted on the basis of $4-86 to the £1. 


+ This issue matures on October 1, 1960, but was called for redemption on October 1, 1940. This is 
the amount of the issue outstanding, converted on the basis of $4-86 to the £1. 


47. During the fiscal year under review, the issue fortnightly of three 
months’ treasury bills was continued. The last issue of treasury bills during 
the year ended March 31, 1941, was sold at a discount of -609, the lowest since 
the outbreak of war. The amount of these treasury bills outstanding at the 
close of the fiscal year was $230,000,000, an increase of $75,000,000 from the 
total outstanding at the close of the previous fiscal year. 


48. As at March 31, 1941, the average rate of interest on the Dominion’s 
outstanding direct funded debt (including treasury bills) was 3-06 per cent, as 
compared with 3-40 per cent on March 31, 1940. 


NATIONAL DEBT 


49. At the close of the fiscal year there was outstanding unmatured funded 
debt (including treasury bills) of the Dominion in the amount of $4,371,891 ,000. 
Of this total, securities in the amount of $5,233,000 were held in the sinking 
funds against certain issues payable in London. Other liabilities, consisting 
chiefly of annuity, superannuation and insurance funds, Post Office Savings 
Bank deposits, and trust and contingent funds, were outstanding on the same 
date in an estimated aggregate amount of $372,166,000. Without deducting 
sinking funds now shown as an asset, the gross liabilities of the Dominion 
totalled $4,744,057,000. On the other side of its balance sheet, the Dominion 
had active assets of $1,077,741,000, representing cash on hand, sinking funds 
and active loans and investments. The net debt of the Dominion, the difference 
between the gross liabilities and the active assets, is therefore estimated at 
$3,666,316,000. The increase over the same date last year amounted to 
$395,056,000, namely, the amount of the over-all deficit for the fiscal year. 


50. The following is a preliminary statement showing the liabilities and 
assets of the Dominion as estimated at March 31, 1941:— 


LIABILITIES—MARCH 31, 1941 


(estimated) 

Beek ipeulation KEGomp ton. — Und . 4.4. tin wos eteenbOe « aka)c ale Ag pass onc epuk Bie eee $ 4,819,000 
Post Office Money Orders, Postal Notes, etc., outstanding.............000cccccceecececeee 3,000,000 
Post-Ofice-Savings-Bank-deposite:conecmessrervereterrrer cer eserrrt-errdibeerrenrnen 22,000,000 
Insurance and Superannuation Funds— : 

RO Vern ment Manigtes har. 2 les cote cae fe oe Be $ 152,700,000 

Fusurance June Ca vil Dery ice. LO oe de ccs vad bee argh oe oe Sissi la esas 4 be 14, 200, 000 

Insurance Fund—Returned Soldiers. ......<..6..0ececevnvctcccsenscuves, 19, 750,000 

PRLS ra 0k A 10) Ia ma ey cniietatlss OY MRS Loc NN Jr, AA a Ahly Gt Fare kode a 10, 700, 000 


PORE LNE ATES GONE AE ANT CES oo 4 ca hc os 6 reek ne aU nace aera eee lee 64, 000, 000 
—————— 261,350,000 


= = 


——————— ee ee eS 
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LIABILITIES—MARCH 31, 1941 
Nig Age om ¥ (estimated) 
ERY re Peele eee ee lg 

ENE 4. PGR i li cease i alata nar weahte er we 

MEENEnEMNIrH OCURILION DGpOBItS,.... 6.060. 0.66 ol oes Cae ce eee ece ne... 6, 500, 000 

EMRE EI Gt. coef Rss Le keke. Shiv bh tit ee. 4,200,000 
uEnaIEE ODCID! -PONGH Wh Sel 10. Sei so eS eek ec. hoes cece, 7A 800 000 
Canadian Wheat Board—Reserve for losses on wheat merketing Guarantees............... 10,500,000 
eee err ROURUS, 65.7... Sah). BR dees Dd cl taghaws stews wit vbdd e helue Lata wee 11,920, 000 
Funded Debt and Treasury Bills unmatured....................00c00c000-e. 4, 371,891,000 Aas 
Floating Debt— Bi SA) 

Pangea Debt matured and outstanding. -,.... 0.0... nc ccc cc cceccennee 2,500, 000 

mee A UM OCDATIONE 62. ia nla whoa. cue c cin cce ncn cacen ce ot 6,800, 000 

i Ce I ls i a a5 «> cade devi ols diamoaad . 15, 000, 000 

4,396, 191,000 
$4, 744, 057,000 
ASSETS—MARCH 31, 1941 
(estimated) 
Active Assets— 

Cash, working capital advances and other current assets...........0ccccceccccccccccee $ 47,149,000 
Recoverable Advances— 

United Kingdom and Other Allied Governments. Militia. Naval and Air.......... 38,440,000 
ER oh Aa, ss ede oe a aso ones ele oes eR et. 175,000 
EE Pe Be. was nh «vigteROe ele tis cece 6b vo Oi ke es et haces 5, 233, 000 
PE PETA SUM TRIESTE TSEOGIS oc 50 5, 0,0, 6,0, 6 figdse his, = «.6,4,0.0 5.4 0,0,0:0.5,0,4, 014. nee ceemieieanes mak cco MDE 5,920,000 
MEIN CRUMP ETI ADILEL HOGI, yo << wc arscocereperey cssvseeceichccchnsaplaarecaconacel dleceriash nanaaens pepolkas tlds « 250,000 
SACI: STORUCASLINE COL POT AbION—H LOAD v osrsscseccs oi ercteratersreteve’aeralova’ateneteretatuiralr mace aed bee delle 786,000 
Canadian Government Merchant Marine—Loan............. 0000 cc cede ccccccceccceccseuees 750, 000 
Canadian National (West Indies) Steamships, Ltd.—Loan................cecceesccecccecs 450,000 
iiormamion and National Housing Acts—Loans. 0 a nwa ccc ee boas Veen eaeabe d 13, 632,000 
Municipal Improvements Assistance Act, 19388—Loans............ cece eee cece eet eeenecece 5, 645,000 
Loans to Provinces— 

Housing Loans, O.C. of Dec. 3, 1918, and amendments.................. $ 871,000 

STII TIENY HGlIGCL UOANS, 1 cAEN cos » sided da's sos ely oe a se te ee 157, 493, 000 

Seasamer tne War Moasures Act... . oi... «ca as oar dae we cn echunsenina 58,000 

MCL ee or eaill yO VOL Da Clie wo. acc atc oe eke ne he ep ees Ge lae nee 469,000 

158, 891,000 
Loans to National Harbours Board— 
RRM Pe ct Sa aR gs Dia ss cn ta Ae Saw dae bse ta KWL Eas $ 61,276,000 
NES a eRe LT ME ko Lute CURE Ms bis a on uk ed ees 25,121,000 
86,397,000 
now Wesuninster Harbour Commission—Loan....)....5....0cccsccscnocceravecaccsssveess 275,000 
Canadian Farm Loan Board—Advances and Capital Stock............ cece cece e ees 37,521,000 
reer Tyecmanires (ONTO! GOarO—LOAD. .... 0a cane acc dans sede sv olcaals «gins shale bieloe sees es « 325, 000, 000 
Railway Accounts— 
Canadian National Railways— 

Advances—Financing and Guarantee Act, 1938............... 20 eee eeeeee 1,717,000 

Penne oGnding ACH, L055, . 22. css cab soil ee aes vila deonscsuntameds 24,689,000 

Advances—Financing and Guarantee Act, 1939...........0cce cece ere eees 12,443,000 

Advances—Financing and Guarantee Act, 1940........... cece cece eens 101, 724, 000 

eT oe Bah. s OS. 4 oc Me bere hs ata dan Gin age Sold s s 34> Bee these 3,850,000 

Becmerorre-ouyn Railway Lind. . ici. non onions der cece ens sees bln ebeile's 639, 000 

IR TATE ANG 2) oi oa ain cn HAs Kw bn SK ead ois eres se anes, nib tems 550, 000 

145, 612,000 
Canadian Pacific Railway— 
Loan for betterment or repair of railway equipment...............eeeees 870,000 
Loan for wages on special works prograMm.........6.. cece eee eeeees 111,000 
981,000 
Purchase of equipment leased to— 

etiadian Nationnl Railways. ....2.....c06.cesdencccscccersssscennsess 20,051,000 

Bm PGi C RSUWAY [io ics c lccc seb ac cece acecesevcvescesannsencs 13,919,000 33,970,000 
Loans to Foreign Governments— 

ee eas peek eEeh odd nee map one ae 0 Cals SR MEeieR 6,525,000 

eo a Si a aeAnlis Scie pietblahioh.iedai,acara-aie witless (ore pnetinattelel thas fre 24,329,000 30,854,000 
Soldier and General Land Settlement Loans............. ec cece cece ence eee e cece eeecees opine 
Seed Grain and Relief Advances..........+.s:eeeneeeeeee re ee oe ee eng 
Munitions and Supply—Advances to Commodity Companies.......-.+s+seeereeeeeserereee oes! ant 
Canadian Government Railways Working Capital ee ey So ee eA ee ee | 45 396 000 
SET TIGI ne A CCOUNL,.. ..c0evvc vere vie ens vweeo sven ees ce renews os ee dessus tener seeert sees Mabe’ 
Peavines Debt Accounts............ssessceseees aie yar ere eo pau 
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ASSETS—MARCH 31, 1941—Concluded 


(estimated) 
Deferred Debits— : 
Unamortized discount and commission On loansS........ccseccccccccccececceccececceces $ 44,611,000 
$1,077, 741,000 
Not Debt; Marchst, 1941 (estimated) a... cece rene rectal aes scars eta $3, 666, 316, 000 
Net Debt represented by— 
A. Expenditure and non-active assets (estimated) March 31, 1941. 
Capital Expenditures— 
Public Works— 
Canale ys oe i. ss sielvrees lerere-e’s wietelele'ls oce's!alaheinewerate © ue SIU ete RCN nae $ 240,311,000 
RGAL WAVE, ac 61s  0\0'e:o' wie stato sell peeteteis alate’s o/staratelacbetarelstalohiver state et eae aeters 429,587,000 
Public Buildings, harbour and river improvements.............. 302,356, 000 
Military property. and Stores... ..2..10 ee eee ee eee ee 12,064,000 
‘Territorial ACcOUntS.;.06ec scncuns nas coe oars perce meine 9,896,000 
—————_——-$ 994,214,000 
Loans, non-active— 
Canadian National Railways Securities Trust Stock..............ccccccccecsceecs 265,707,000 
Canadian, National -Railwaysistock cova ete te eta eee cee eee ee 18,000,000 
Canadian Pacifie Railway (ld) oiciiie. coc coe ce eee cee eee ete ee ce ece eee 62,791,000 
@anadian National Steaniships ic, onaa-o taco cae ae cee Roe ee eee eee eee 13,873,000 
National Harbours Board— 
QUSDOGE os obs vee cele ce son dsuh des heals ae ieee mentee tte 27,373,000 
CHicoubin Li nis ose cle ces ee On ae eee ee ee ee Pere 3,838,000 
Churchill) 50%. 200 oe eee oe ae eee eee ee 10,000 
FAQUHOK .)s 5 sce sse ic oo de oo 4nePotelel Sra totelaleetelatacats RRO nc tots ence tetolhet tenet 12,480,000 
Ste JORMA bs cies oie 's 0 ocd clem aisle Ae alee roe tO re rola arene eee 16, 542,000 
FL NTO HAIVOTS. «0 i5.< 0,6 ceo cen cera eden aie tess oh talc anne ee 3, 743, 000 
Montreal (Jacques Cartier Bridge)...........cccccccscscccccece 4,473,000 
SSanEEIEEEnEEEEERERel 68, 459, 000 
Seed Grain and ‘Relief Advancess>. 7. oc... ccneweo neste clon amie cetnc coi nc eRe ore 404, 000 
Soldier and:Geéneral Land Settlement:t tirii0. cee see e cere eer e crore eee oe 16, 526, 000 
Saskatchewan Seed Grain Loans Guarantee Act, 1936............ccccccccccccecccccecs 2,638,000 
The Seed Grain Loans Guarantee Act, 1987.../...5. sen ecae ce eck cs sewn ce ees ce eee 7,150,000 
Miscellanootis AGVances ). «01. o.s:00.5-01 sre oasis a atlas Gale Srete cote sas gees Sols ae oom eee 3,537,000 


B. Consolidated Fund— 
Balance, Consolidated fund brought forward from March 31, 1940.. 1,830,805, 000 
Excess of expenditure over revenue, fiscal yearended March 81, 1941 
(OSETIA TOR) 6 55 0.3 gxcaterere ghee uate ree oes css tete ate & arate cate 382, 212,000 
—_——_——_——- 2, 218,017, 000 


$3, 666,316, 000 
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51. The following table gives a statement of the unmatured funded debt 


(including Treasury Bills) of the Dominion outs 


and the annual interest charges thereon: 


UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1941, 
AND ANNUAL INTEREST CHARGES 


Date of Maturity 


1941, May 
May 
July 
Oct. 


1957, Nov. 


1 eeeeeeeaes ee 


te hs cha sistels 


seoeoeeseseseeoe 


seeeeeseeeeeeoes 


seeeereeseeseseasn 


seeereereeeereeses 


seeeeeseereeees 


ceeeeeoeesee eee 


ee eeeeeoeeeeeees 


seoeeeseseeeeaseee 


seeeeeereeeoeresee 


eovreeeseoeeeeoeo® 


seeeeeeeoeeeeeee 


eevee ereeresose 


eoeereeeseeseeoes 


ee 


ee 


ee 


ee 


bale 


Or NWN od Pe 
lH nal 


a 


09 © DD > BDO DD te Db 
eile cited fa 


BH bal bol 


bol bol al 


toh aap 


PRAT, Be os ae cae os va'e § 
epee, June | TO As 

bel Dews &. SeReyeh es" « 
POLS 1D... son uy 00,fhebans« 
os hs eS a 
Treasury Billsdue April 2, 1941 -643 
Treasury Bills due April 18, 1941 -631 
Treasury BillsdueMay 2, 1941 -626 
Treasury Billsdue May 16, 1941 +624 
Treasury Billsdue May 30, 1941 623 
Treasury Billsdue June 13, 1941 -609 


|| 
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War Savings Certificates....... 3 
Mera vings Stampa). (Lisa. Se le aL oe 
Non-Interest Bearing Certifi- 

PEGS rg ea vad iucgse eh aged aleeine ee ss sh, CE 


Payable in Canada 
Payable in New York 
Payable in London 


* Estimated. 


Where 
Payable 


New York 


Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
New York 
Canada 
Canada 
Canada 
Canada 
New York 
Canada 
Canada 
London 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
New York 
Canada 
Canada 
London 
Canada 
Canada 
Canada 
Canada 
Canada 
London 
Canada 
Canada 
New York 
New York 
London 
Canada 
Canada 
New York 
New York 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 


Canada 
Canada 


Canada 


66660 0 0 0 © 8s 610 0 OF 8 6 06 0 4 0 Oo ae Be 80:8 0% 
vote ee cy) ee en a Oe ee Pe es 


Ca Re RSS Sle Bk sO O BLem 6 ALP eR .6. 0 2 0, FO) Bae, 0 


Amount of Loan 


$ 20,000,000 00 


250,000,000 00 
33,293,470 85 
200,000,000 00 
141,663,000 00 
95,500,000 00 
60,000,000 00 
40,409,000 00 
20,000,000 00 
250,000,000 00 
147,000,100 00 
30,000,000 00 
90,625,000 00 
50,000,000 00 
20,000,000 00 
105,000,000 00 
76,000,000 00 
88,337,500 00 
45,000,000 00 
4,888,185 64 
50,000,000 00 
50,000,000 00 
33,590,000 00 
138, 322,000 00 
50,000,000 00 
50,000,000 00 
60,000,000 00 
50,000,000 00 
100,000,000 00 
324,945,700 00 
56, 191,000 00 
48,666,666 67 
40,000,000 00 
55,000,000 00 
43,125,700 00 
37,523,200 00 
88, 200,000 00 
73,000,000 00 
276, 687,600 00 
289, 693,300 00 
100,000,000 00 


48,000,000 00 
48, 666, 666 66 
54,703,000 00 
55,000,000 00 
55,000,000 00 
40,000,000 00 
35,000,000 00 
40,000,000 00 
35,000,000 00 
40,000,000 00 
40,000,000 00 
40,000,000 00 


$4, 313,941,089 82 
*48 950,000 00 


*3,000,000 00 
*6, 000,000 00 


$4, 371, 891,089 82 


$3, 727, 669,570 85 
469,000,000 00 
175, 221,518 97 


$4, 371,891,089 82 


$ 


tanding as at March 31, 1941 


Annual Interest 
Charges 


250,000 00 
2,500,000 00 
1,331,738 83 
4,000,000 00 
7,083,150 00 
1,432,500 00 
1,200,000 00 
1,212,270 00 

500,000 00 
3,750,000 00 
7,350,005 00 

675,000 00 
1,812,500 00 
2,250,000 00 

500,000 00 
2,100,000 00 
1,906,000 00 
3,533,500 00 
2,025,000 00 

122,204 64 
1,625,000 00 
1,625,000 00 
1,088,750 00 
4,841,270 00 
1,625,000 00 
1,625,000 00 
1,950,000 00 
1,625,000 00 
5,000,000 00 
9,748,371 00 
2,247,640 00 
1,581,666 67 
1,200,000 00 
1,650,000 00 
1,940,656 50 
1, 688,544 00 
2,646,000 00 
2,920,000 00 

12,450,942 00 
13,036,198 50 
4,000,000 00 
1,560,000 00 
1,581,666 67 
1,777,847 50 
1,650,000 00 
1,650,000 00 
1,200,000 00 

225,050 00 

252,400 00 

219,100 00 

249, 600 00 

249,200 00 

243,600 00 


$132, 501,371 31 


1,468,500 00 


$133, 969,871 31 


85-26% 
10-73 
4-01% 


100-00% 
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INDIRECT LIABILITIES 


52. Bonds and debenture stocks bearing the guarantee of the Dominion 
outstanding in the hands of the public at the end of the fiscal year are estimated 
at $984,016,379, a decrease of $100,462,853 during the fiscal year. This 
decrease is accounted for mainly by the purchase of £20,370,091 of Grand 
Trunk Railway Company of Canada 4 per cent Perpetual Consolidated 
Debenture Stock, as part of the Government’s program of repatriating securities 
held by British investors. 

53. There were also outstanding at the fiscal year end other contingent 
liabilities arising out of guarantees given under Relief and Seed Grain legisla- 
tion and other acts. The only new guarantee incurred during the fiscal year 
was the guaranteeing by the Government of the repayment of bank advances 
to the National Council of Young Men’s Christian Associations (War Services 
Account). This association required funds for carrying on their services prior 
to the time that the receipts from the united war charities campaign were 
obtained. The amount of the bank advances carrying the guarantee of the 
Dominion outstanding on March 31, 1941, was $68,732. 

Guaranteed bank advances to the Canadian Wheat Board outstanding on 
March 31, 1941, amounted to $101,052,679. This amount constituted the 
Board’s gross liability to the banks and mainly related to the purchase of the 
1939 and 1940 wheat crop at the fixed price of 70 cents per bushel No. 1 
Northern, Fort William. The guarantee of the Dominion to the Winnipeg 
Grain and Produce Clearing Association Limited, referred to in previous budgets, 
is still outstanding. No liability accrues from day to day in connection with 
this guarantee as margin deposits are made to the Clearing Association daily. 

As at October 30, 1940, 125,652 Home Improvement Loans had been made 
by banks and approved lending institutions to home owners for the amount 
of $49,990,620. As at this date, the $50,000,000 authorized under the Home 
Improvement Loans Guarantee Act, 1935, having been exhausted, the Govern- 
ment’s undertaking to provide a guarantee for the encouragement of this type 
of loan was terminated. The Dominion’s contingent liability arising out of 
these loans is limited to 15 per cent of the aggregate of such loans made by each 
approved lending institution. As 478 loss claims for $132,000 have been paid, 
the maximum contingent lability as at March 31, 1941, was $7,366,000. In terms 
of dollar losses to total volume of loans, this loss ratio is slightly more than 
one-quarter of 1 per cent. Repayments to March 31, 1941, amounted to 
$35,805,883 or 72 per cent of the total amount of loans made. 

Under the Dominion Housing Act, 1935, and the National Housing Act, 1938, 
the Dominion has accepted and is accepting certain obligations arising out of 
its contracts with approved lending institutions which, while not expressed in 
the form of a guarantee, may nevertheless be regarded as contingent or indirect 
liabilities. 

The manner in which losses in respect of any loan are to be borne by the 
Dominion and the lending institution is fixed by the contract. The general 
principle is that the Dominion bears two-thirds of the loss if at the time the loss 
is sustained the principal amount of the loan repaid, less any other amounts due, 
is equal to or less than the amount advanced by the Dominion and one-third of 
the loss if at the time the loss is sustained the principal amount repaid, less any 
other amounts due, is more than the amount advanced by the Dominion. In the 
case of small loans (that is, for amounts not in excess of $4,000 in the case of a 
single dwelling place or not in excess of $700 per habitable room in the case of a 
multiple family dwelling), the share of the loss to be borne by the Dominion is 
not more than 80 per cent and not less than 50 per cent of the loss. The above 
provisions apply to loans made under both the present National Housing Act 
and its predecessor, the Dominion Housing Act. Under the National Housing 


Date of 
Maturity 


Mate kp, 1942.... 
Hen. 19, 1943.... 
weu., 1, )1944.. 


May : abae 2 © aaa 
Jan. 15, 1946... 
July EPL. 3 


1 

1, 1948... 
ec. © 15,,.1950.... 
eee, 1951). 


Feb. is | ae 
Aug. 1, 1052... 2; 
ene, 10, 1953.... 
guy ~ 10, 1953... 
Feb. 1, 1954.. 

Pare 1, 21955... 


pune 1h, 1955... 
Feb. Dei anG. s< 
July : baa a 
July 20, 1958.... 
Saar ib: 1959;.. 


May 4, 1960.. 
May 19, 1961.. 
Jan. T, 1962. 
Jan , 1962. 


1 
ent OGG) . ..: 
Oct. De PON 
te 1000, .. 
Feb. 1, 1970... 
By drawings....... 
ecb dates 


Perpetual.......... 
7 Ne ies ag +> 
iu eS 
2 oe 

(ie 
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Pee ITER OUEST Theo 05's a y's wig SEH c's & vlelitie’s © 
eaten ALC ENCE ate a. ss 4 a x Gueiele Aid dhs 6 co amin ate 


Ne ee PTE ACAOUL 15 yc is'c pss0s & wesc & Siumiete = evened es 


TSIEN ERE SG 2 1 Maly OO en ae 


ENG Anite IN OLEMERM Sehernle ee Ss cd dics b'se ¢ abewle cies es 
eR POOL aciow hg 45 a6 bs oe BE nls weiss we 


Canadian National (West Indies) Steamships 
Tage ck NEE nee oda & hs an Shite ae i of drwrssvatic araepn 


Ble an acleaIN a G1ON Pete oho ats stone's feo & Sina ce = daviet are bie 
Me Gri Wane ING UIOM EL acts cis ia. sn aie tes gs Oe esse eee opi 


(CAIRO AION OT UDOT Me tc esse eh cole o Sise a’ oie 2 9in 


HG ATA TANNIN AGIOS aires be ele boot slows citi sielsie ae 
ii@anadian INOrenerm-Alberta.....6..20ese00 0008s» 
PCananians Northern Ontario.«i....bhs-0s+caceess 
PRM PCr et PU POAT ik ok be we vo ee a wh we meses 
et apmnel PPK EP AGIUIG. cc cc ccs sscesnstroeswemens 


(Ganache Nevoloue le m6. cei snlasic «eee cies ieee soi 
hehe uty pA tes) Oe i ee er 


.|Harbour Commissioners of Montreal............. 
RIMS ATACITATIIN A GLONANG or oe occ alaialeie.o oss elcisn's «m8 «8 eieie 


ADAG IAN MN AbIOD aL oes e hos vos Coes aes wee eae ee 


City of Saint John Debentures assumed by Saint 

John Harbour Commissioners........-.++++5 
Grand Trunk Guaranteed Stock............2++5- 
Grand Trunk Debenture Stock............+eeee- 
Great Western Debenture Stock...........+++++- 
Grand Trunk Debenture Stock.........-0+++e00- 
Northern Railway of Canada Debenture Stock.. 


Interest 


Rate 


[co to)- | 


ni- 


bl bol bol oo 


bol bol 


BO OVC Or ou G8 WW WO WP PP Or Gn 09 09 CN OO HOD RG ROOD LD DOLD Ok 


Various 


eH Cr 


Act a new provision has been added to encourage the makin 
such small or remote communities and in ae districts of At carn aA 
as may be designated by the Minister of Finance in any contract. In respect 
of such loans, the Dominion has agreed in contracts with certain lending institu- 
tions to pay losses sustained by any such lending institution up to certain 
amounts determined by the contract which are not less than 7 per cent and do not 
exceed 25 per cent of the total amount of such loans made in such areas by the 
lending institution. 
Order in Council, dated December 5, 1939, provided that after J anuary 1 
1940, applications would be received only for loans for the construction of 
houses containing one self-contained dwelling place and where the loan does 
not exceed $4,000. ; 
Loans to the number of 15,361 had been approved at March 31, 1941, under 
the Dominion Housing Act, 1935, and the National Housing Act, 1938, in 
the amount of $68,620,000. Losses recorded and paid to March 31, 1941 
amounted to $831, covering the Dominion’s proportion of the loss on two loans. 
This amount represents total losses to date under both the Dominion Housing 
Act, 1935, and Part I of the National Housing Act, 1938. These losses are offset 
by a profit of $500 realized by the sale of one property, of which the Govern- 
ment’s share is one-third. 
__ 54. The following is a statement of bonds and debenture stocks and other 
indebtedness guaranteed by the Dominion estimated to be outstanding as at 
the close of the fiscal year. 


BONDS AND DEBENTURE STOCKS GUARANTEED BY THE DOMINION 


GOVERNMENT AS AT MARCH 31, 1941 


Amount 


Outstanding 


$ cts. 
20,000,000 00 
55,000,000 00 
15,500,000 00 
35,000,000 00 
15,000,000 00 
23,897,000 00 
700,000 00 
50,500,000 00 
50,000,000 00 
20,000,000 00 
667,953 04 
25,000,000 00 
9,359,996 72 
50,000,000 00 


9,400,000 00 
50,000,000 00 
70,000,000 00 
65,000,000 00 

7,896,541 81 
35,000,000 00 

3,149,998 66 
34, 229,996 87 
34,992,000 00 

8, 440, 848 00 
60,000,000 00 
60,000,000 00 
19,000,000 00 
18, 000,000 00 
20,432,116 00 


777,229 31 
60,833,333 33 
20,782,491 67 
13, 252,322 67 
20, 704, 571 46 

1,499,979 67 


984,016,379 21 


Etter i dL 
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OTHER LIABILITIES GUARANTEED 


Estimated 
Principal 
Amount 
Outstanding 
Mar. 31, 1941 
Bank Advances, re Province of Manitoba Savings Office......... ee 6, 218, 267 
Bank Advances, re Government of Newfoundland..............06. Ryle do coed uA 625,000 
Provitce:of Manitoba Treasury Billth. 2c 2u. . Seite cee etas berewes one caer 4,805,723 
Province of British Columbia Treasury Bills. i9secc see cscs ts ee ec nies ccs D084 
BanisAdvances, re Canadian, Wheat: Board, 240. ..ce ccc se cee ee 101,052,679 
Winnipeg Grain and Produce Clearing Association, Ltd. Day to day margins 
of the Canadian Wheat Board (closed out daily) RE SMe laches SALiAeh oe 
Bank Advances guaranteed under Seed Grain Loans Guarantee Act, 1938... Not determined 
Loans made by approved lending institutions under Dominion Housing Act, 
1935 and National: Housing Act; 1938). eens sees eee ree ee eee Indeterminate 
Loans made by approved lending institutions under The Home Improvement 
Boans' Guarantee “Act, 198522 cae oon. etic ele Meme ce tebe s cht ce eer 7,366,347 
Deposits maintained by the chartered banks in the Bank of Canada........ 207 , 994, 267 


Bank Advances re Young Men’s Christian Associations..... .........eeeee0 68, 732 
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CANADIAN ECONOMIC CONDITIONS 
ANNUAL FIGURES 
oeGaGq<_“="a=s«gaoaa“a<awmawoooeeeSS eo 


Calendar Years 


I ee 


1926 1928 1932 1937 1938 1939 1940 


—_—_—_—_— |S | 


Group I—Comprehensive Indexes 
(1935-39 =100) 


Pveica) Vourme Of DUSINGSS. «(0.60.05 cccccescccccscvess 83 98 66 102 94 102 121 
NESTA O OM IMANULACUUPIND. ... <2 %5,c/a.n sien elo.o1sre,¢.e,a10's athe o:c.dietsie oe 92 104 68 113 99 109 135 
VE LINING ee gtatetayo tater cra orayetotota ores clei ie vib wie eeewe oa Neeeres a's sta x 53 62 57 100 103 113 125 
ATCA ARVIN CPMENCE icici nv cele ove sictolete's ats. o(eterors «die ctew'rie c.ate.aidee 84 87 57 117 88 102 123 
RO ET IPMITIEA emcee oa, aia Netetoreicinre wists: cie'e va cieti-d bce vie née ars 131 148 88 106 97 102 114 
PBs ru rCTO WE DIONE Dinca cisisteiate sine «.eieie issdiels ia.e sisia.0'¢\eleié,a's/oare 46 61 61 106 100 109 115 
EET D Os THENGD (A) Mrlooonlat terse ee wia ce elers’s wale vib aie'cen vats 100 ill 88 114 112 114 124 
HN SUELO TSR IAITICOLIGIUS) s\5/c10'c vee arercis etalars ave ciclsieto.e ie efelstble c's sle'e 100 114 64 97 95 98 106 
Gtr ROSE Mares cicero isis esi cice Moise < es elclbeeveesiaces (e) (e) 92 105 101 105 118 
Group {1.—Price Levels and Financial Factors 
(1926=100) 
VITO OSCR IS DICOS Dem es tars oie sien os, 5:c)8Bicta.one kivia.6)cselevalals.cvestevase.s 100 96 67 85 79 76 83 
PAT IMENEOCUCE DIICCR sccm eae ous aieve ween eee esl eee 5 aber: 100 101 48 87 74 64 67 
MESO MEM TAT (15) oc cictsces ais cece cgi e se sierecsiecses altel crs aes 122 121 99 101 102 102 106 
PUGMEMGMALOCKIPLICOS) (D)) cr scle sicnapd cin oie owic.s ees eso er tie oes 91 145 51 116 95 92 77 
EVAL NMCLCDOSID SR eee rene 3. <6 Maiciajaye cla caforsieisisielersiais’sidis' eneieieie 6,0 100 115} 100 122 125 134 141 
PACT VGICUETENCY GIPGUlAtION sex.dloc ae Siew s eees eaelew e's See ales 100 105 83 110 113 121 163 
Group I1i.—Gross Value of Production in Major 
Industries ($ millions) 
IME TOUTS se 58d SOG POROERIS ES ClCH OCED OSE ROOT OOo Coe 1,715 1,806 767 1,039 | 1,063 1,223 |(c) 1,248 
LDS SAD, Gh 98 Sct Breed @ EES eT ORIEL Rena tc en 556 586 349 494 425 477 |(c) 511 
TE SIRGMICS. saan easy OA Ran ER MOET COE ee ene ee is 71 34 §1 53 53 |(¢) 60 
Dine dincluding Smelting). .civseeave ewes es cece ves senses 277 313 265 663 654 697 |(c) 749 
AERIS TON Se TE 6. anc «le a a.cteisererale: Seal oa aM Fa a: evajeveidieve ssié.crs 386 488 133 352 353 373 |(c) 398 
Seer te I ig mmr ee Vere iT Oyy. 3 ao ao nei atate ls aitie s/ese'n'e a'sc0' dials = 3,101 3,582 1,981 | 3,626] 3,388 | 3 414 I(c) 4,046 
Group IV.—Foreign Trade and International 
Transactions ($ millions) 

ia CRAM SCS Ch} Lear i (| Pat ERT! 498 | 1,012 849 936 1,193 
Net non-monetary gold exports (d)..........68+ Saeters exw te 30 40 70 145 161 184 203 
Total exports, including non-monetary gold.............-- 1,307 1,404 568 1,157 1,010 1,120 1,396 
PENCE EAN(POLGUOXCINGCUys.wcisc cu gecest cise sieceesieceusccees 1,008 | 1,222 453 809 677 751 1,082 

PROtAUGTA GG, 0-6 seas oe.2 Mies cance sess closes 231d) 23626 i) 7021 1,966 1,687 | 1,871 2,478 
[Ey cbiry, [SRG eS), aoe QeSon SRB BO Or UE BORO RD ERC Coe cee cae +299 +182 +115 | +348 | +3833 +369 +314 
BRIBE FOGG ow os cass so vdd a dite sosie voucvoeeens (e) (e) (e) (e) (e) 78 85 
Net interest and dividends going abroad............s+006: 201 221 262 246 251 254 |(c) 270 
Net capital export (direct estimate)...........sseeeeeeeeee (e) 82 11 199 135 162 (e) 


dS eee 


(a) 1926=100. 

(b) 1935-39 =100. 

(c) Preliminary estimate. 

(d) Adjusted for changes in stocks of earmarked gold. These figures were computed by the Bank of Canada on the 
basis of official trade returns. 

(e) Not available. 
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